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DEPARTMENT  OF  COMMERCE 

Economic  Development  Administration 

[  13  CFR  Parts  301,  302,  304,  305,  306, 
307, 308, 309,  and  312  ] 

GRANT  AND  LOAN  PROGRAM 

Notice  of  Proposed  Rulemaking 

The  Economic  Development  Adminis¬ 
tration  hereby  gives  notice  of  a  proposal 
to  amend  Title  13  of  the  Code  of  Federal 
Regulations.  Parts  301,  302,  303,  304,  305, 
306,  307  and  adds  Parts  308  and  312. 

In  that  the  material  contained  herein 
is  a  matter  relating  to  the  grant  and 
loan  program  of  the  Economic  Develop¬ 
ment  Administration  and  because  a  delay 
in  Implementing  these  regulations  would 
be  contrary  to  the  public  interest,  the 
relevant  provisions  of  the  Administrative 
Procedure  Act  (5  U.S.C.  553)  requiring 
notice  of  proposed  rulemaking,  opportu¬ 
nity  for  public  participation  and  delay  in 
effective  date  are  inapplicable. 

However,  in  accordance  with  the  spirit 
of  the  public  policy  set  forth  in  5  n.S.C. 
553  interested  persons  may  submit  writ¬ 
ten  comments  or  suggestions  to  the 
Assistant  Secretfur  for  Economic  Devel¬ 
opment,  U.S.  Department  of  Commerce, 
Room  7814,  Washington,  D.C.  20230  by 
December  9,  1974. 

The  purpose  of  these  amendments  is 
to  make  technical  changes,  to  clarify  ex¬ 
isting  language  and  proc^ures,  and  to 
promulgate  new  regrulations  in  accord¬ 
ance  with  Public  Law  93-423. 

The  amendments; 

Change  eligibility  of  title  I  areas  to 
title  IV. 

Establish  operating  grants  for  Health 
projects. 

Allow  economic  development  districts 
to  contain  one  redevelopment  area  in¬ 
stead  of  requiring  two. 

Provide  that  a  project  benefiting  a  re¬ 
development  area  may  be  located  in  an 
economic  development  district  outside  of 
a  redevelopment  area. 

Qualify  uninhabited  Indian  reserva¬ 
tions,  trust  or  restricted  Indian-owned 
land  for  designation  as  a  redevelopment 
area. 

Additionally,  Part  306  is  restated  and 
includes  procedures  to  make  available 
working  capital  loans  and  working  capi¬ 
tal  guarantees  and  lease  guarantees  as 
authorized  vmder  section  202  of  the  Act. 

Part  307  is  amended  by  adding  a  new 
Subpart  D  to  expand  economic  develop¬ 
ment  planning  capabilities  of  States  and 
Substates  as  authorized  \mder  section 
302  of  the  Act. 

A  new  Part  308  is  added  which  de¬ 
scribes  procedures  by  which  eligible 
recipients  may  receive  assistance  imder 
title  IX  of  the  Act  pursuant  to  a  plan 
to  alleviate  economic  adversity.  Grants 
may  be  used  for  public  facilities,  public 
services,  business  development,  plan¬ 
ning,  unemployment  compensation,  rent 
supplements,  mortgage  payment  assist¬ 
ance,  research,  technical  assistance, 
training,  relocation  of  individuals,  and 
other  expropriate  assistance. 

Part  312  is  added  and  describes  pro¬ 
gram  as  provided  under  section  304  of 


the  Act  which  grants  funds  to  States  in 
accordance  with  a  prescribed  formula. 
Funds  are  authorized  to  supplement 
projects  under  titles  I.  n.  and  IV  of  the 
Act.  and  also  may  be  used  for  **flrst- 
dollar”  assistance  when  funds  are  un¬ 
available  under  title  I,  n,  and  IV  of  the 
Act  for  projects  that  comply  with  these 
titles. 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  Chapter  3  of  Title  13 
of  the  Code  of  Federal  Regulations  as 
follows; 

PART  301— ESTABLISHMENT  AND 
ORGANIZATION 

1.  Section  301.2  is  amended  by  delet¬ 
ing’ the  definition  of  “Title  I  Area”;  by 
changing  the  definitions  of  “Designated 
Area”,  “Disaster  Area”,  “Economic  De¬ 
velopment  District”,  and  “Qualified 
Area”;  and  by  adding  a  new  definition 
“Section  302  Planning  Grants”. 

§  301.2  Definitions. 

•  •  •  •  • 

"Designated  Area”  means  any  area  or 
center  which  has  been  determined  by 
the  Assistant  Secretary  pursuant  to  sec¬ 
tions  401  or  403  of  the  Act  as  eligible 
to  apply  for  financial  assistance. 

"Disaster  Area”  means  areas  desig¬ 
nated  tmder  title  IV  of  the  Act  and 
designated  by  the  President  under  the 
Disaster  Relief  Act  of  1970  (Pub.  L. 
91-606)  or  Disaster  Relief  Act  of  1974 
(Pub.  L.  93-288) .  The  disaster  area  shall 
remain  such  for  as  long  a  period  as  it 
retains  both  EDA  and  Disaster  designa¬ 
tions,  and  such  concurrent  designations 
have  not  exceeded  1  year  in  diuratlon. 

«  •  •  *  • 

"Economic  Development  District” 
means  a  geographic  area  composed  of 
adjoining  and  economically  related  areas 
which  are  of  proper  size  to  permit  ef¬ 
fective  economic  planning,  including  at 
least  one  redevelopment  area  and  one  or 
more  economic  growth  center (s)  and 
which  has  been  designated  by  the  Assist¬ 
ant  Secretary. 

*  •  •  •  # 

"Qualified  Area”  means  an  area  which 
meet  the  criteria  of  the  Act  for  designa¬ 
tion  as  “redevelopment  area”. 

•  •  •  •  « 

"Section  302  Planning  Grants’  means 
economic  development  planning  grants 
authorized  under  section  302  of  the  Act. 

•  •  *  •  • 

2.  Section  301.20  is  amended  by  de¬ 
leting  the  period  at  the  end  of  paragraph 
(a)(1)  and  (b)  and  inserting  “and  parts 
of  economic  development  districts.”,  and 
adding  a  new  paragraph  (c)  to  read  as 
follows; 

§  301.20  Public  works  and  development 

facility  grants. 

•  *  •  *  • 

(c)  Under  section  304  of  the  Act  tiie 
Secretary  is  authorized  to  make  grants  to 
the  States  for  the  purpose  of  supple¬ 
menting  or  making  grants  and  loans  au¬ 
thorized  under  titles  I,  n,  and  IV  of  the 
Act. 


3.  Section  301.21  is  revised  to  read  as 
follows; 

§  301.21  Loans  and  guarantees. 

(a)  Loans  are  authorized  for  public  ' 
works,  public  service,  and  development 
facility  projects  in  redevelopment  areas 
and  parts  of  economic  development  dis¬ 
tricts. 

(b)  Loans  are  authorized  for  indus¬ 
trial  and  commercial  purposes  in  rede¬ 
velopment  areas  and  parts  of  economic 
development  districts. 

(c)  Guarantees  are  authorized  for 
loans  made  to  private  borrowers  by  pri¬ 
vate  lending  institutions  and  for  rental 
payments  of  loans  in  redevelopment 
areas  and  parts  of  economic  development 
districts. 

4.  A  new  S  301.23  is  added  to  read  as 
follows: 

§  301.23  Special  Economic  Development 
and  AdputiMBt  Assutanee. 

Grants  may  be  made  to  States,  politi¬ 
cal  subdivisions  of  States,  redevelopment 
areas,  economic  development  districts, 
and  Indian  tribes  to  meet  special  needs 
arising  from  economic  dislocation.  Such 
grants  may  be  used  for  public  facilities, 
public  services,  business  development, 
planning  unemployment  compensation, 
rent  suptfiements,  mortgage  payment 
assistance,  research,  technical  assistance, 
training,  relocation  of  individuals,  and 
other  appropriate  assistance. 

5.  Section  301.42  is  amended  by  amend¬ 
ing  paragraphs  (b) .  (6)  and  (8)  to  read 
as  follows: 

§  301.42  Economic  Development  Re¬ 
gional  Offices. 

•  •  *  •  • 

(b)  •  •  • 

(6)  The  Public  Works  Division,  sub¬ 
ject  to  general  guidance  from  the  Direc¬ 
tor,  Office  of  Public  Works,  advises  Re¬ 
gional  Office  personnel.  Economic  De¬ 
velopment  Reprecentatives,  appropriate 
commimity  officials  and  the  public  of 
possible  uses  of  public  works  and  devel¬ 
opment  facilities  assistance  to  meet  the- 
objectives  of  the  Act;  •  •  • 

*  *  •  *  « 

(8)  The  Technical  Support  Division, 
subject  to  general  guidance  by  the  Di¬ 
rector  of  the  Office  of  Public  Works  with 
respect  to  public  works  activities,  pro¬ 
vides  the  Public  Works,  Planning  and 
Technical  Assistance  Divisions,  and  Eco¬ 
nomic  Development  Representatives, 
with  financial  and  technical  guidance 
needed  to  assist  prospective  applicants 
in  the  planning  of  acceptable  applica¬ 
tions;  applies  established  criteria  in  the 
engineering  and  financial  evaluation 
of  proposed  projects  except  Business 
Development  projects) ;  prepares  spe¬ 
cial  conditions  for  Public  Works  projects; 
initiates  •  •  • 

V  *  •  *  * 


PART  302— DESIGNATION  OF  AREAS 

6.  Section  302.4  is  amended  by  adding 
a  new  paragraph  (b  (1)  (i)  to  read  as 
foUovTs: 
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§  302.4  Standards  for  designation  on 
the  basis  of  Indian  lands. 

(b)  •  •  • 

(!)••* 

(i)  The  Assistant  Secretary  upon  con¬ 
sultation  with  the  Secretary  of  Interior 
or  an  appropriate  State  agency  may  des¬ 
ignate  tmder  this  section  uninhabited 
Federal  or  State  Indian  reservations  or 
trust  or  restricted  Indian-owned  land 
areas  where  such  designation  would  per¬ 
mit  assistance  to  Indian  tribes,  with  a 
direct  beneficial  effect  on  the  economic 
well-being  of  Indians. 

•  «  •  •  • 

7.  Section  302.11  is  redesignated 
S  302.12. 

8.  A  new  Section  302.11  is  added  to 
read  as  follows: 

§  302.11 '  Standarfls  for  designation  on 
the  basis  of  substantial  unemploy¬ 
ment. 

The  Assistant  Secretary  shall  desig¬ 
nate  as  redevelopment  areas  those  areas 
which  the  Secretary  of  Labor  determines, 
on  the  basis  of  average  annual  available 
unemployment  statistics,  were  areas  of 
substantial  unemployment  during  the 
preceding  calendar  year.  Substantial  tm- 
emplo3mient  for  the  purpose  of  this  sec¬ 
tion  is  defined  as  an  annual  average  tm- 
employment  rate  of  6  percent  or  more. 

9.  Subpart  C  in  its  entirety  is  deleted. 

10.  Subpart  D  in  its  entirety  is  redesig¬ 
nated  Subpart  C. 

§  302.40  [Amended] 

11.  Section  302.40  is  amended  by  de¬ 
leting  the  reference  “S  302.11  and 
S  302.30,”  and  inserting  “§  302.12”  in 
paragraph  (a) . 

§  302.41  [Amended] 

12.  Section  302.41  is  amended  by  de¬ 
leting  the  reference  ”5  302.11”  and  in¬ 
serting  ”§  302.12”  in  paragraph  (b)  (3) . 

§  302.50  [Amended] 

13.  Section  302.50  is  amended  by  de¬ 
leting  the  reference  ”5  302.11”  and  In¬ 
serting  “9  302.12”  and  by  deleting  the 
reference  “and  9  302.30”  in  paragraph 
(a)(1). 


PART  303— ECONOMIC  DEVELOPMENT 
DISTRICTS 

14.  Section  303.1  is  amended  to  read  as 
follows: 

§  303.1  Authorization  of  economic  de¬ 
velopment  districts. 

(a)  The  Assistant  Secretary  may  au¬ 
thorize.  at  the  request  of  the  Qovemor(s) 
of  the  State  or  States,  tbe  delineation  of 
economic  development  district  (herein¬ 
after  district)  boimdarles  as  a  prereq¬ 
uisite  to  designation  of  an  economic 
development  district  and  as  a  pre¬ 
requisite  to  the  provision  of  planning 
grants.  Subpart  B  of  Part  307  of  this 
Chapter. 

(b)  Authorization  of  delineation  may 
be  made: 

(1)  Where  the  State  or  States  after 
analyzing  economic  and  social  relation- 
^ps  among  the  various  redevelopment 


area  counties  proposed  to  EDA  a  district 
boundary  delineation. 

•  «  •  •  • 

15.  Section  303.2  is  amtinded  by  amend¬ 
ing  paragraph  (b)  to  I'ead  as  follows: 

§  303.2  Designation  of  economic  devel¬ 
opment  districts. 

*  •  •  «  • 

(b)  Where  the  propoised  district  con¬ 
tains  at  least  one  redevelopment  area. 

•  •  •  •  • 

16.  A  new  §  303.9  is  added  to  read  as 
follows: 

§  303.9  Notice  to  Regional  Commission. 

Each  economic  development  district 
designated  by  the  Assistant  Secretary 
under  §  303.2  shall  as  soon  as  practicable 
after  September  27,  1974,  or  after  its 
designation  provide  a  copy  of  the  district 
OEDP  to  the  appropriate  regional  com¬ 
mission  established  imder  title  V  of  the 
Act,  if  any  part  of  such  district  is  located 
within  such  a  region,  or  to  the  Appa¬ 
lachian  Regional  Commission  established 
under  the  Appalachian  Regional  De¬ 
velopment  Act  of  1965,  if  any  part  of  such 
district  is  located  within  the  Appalach¬ 
ian  region. 

17.  Section  303.21  is  amended  by  cor¬ 
recting  the  first  sentence  to  read  as 
follows: 

§  303.21  Economic  development  center 
project  characteristics. 

Projects  in  economic  development 
centers  shall  have  one  or  more  of  the 
following  characteristics: 

•  •  •  •  • 


PART  304 — OVERALL  ECONOMIC 
DEVELOPMENT  PROGRAM 

§  304.1  [Amended] 

18.  Section  304.1  is  am^ded  by  de¬ 
leting  the  words  “,  title  I  area,”  in  para¬ 
graph  (a)  and  (b). 

§  304.8  [Amended] 

19.  Section  304.8  is  amended  by  diet¬ 
ing  the  words  “and  title  I”  in  paragraph 
(a)  and  by  deleting  the  words  “,  or  title 
I  area”  in  paragraph  (b) . 


PART  305— PUBLIC  WORKS  AND 

DEVELOPMENT  FACILITIES  PROGRAM 

20.  Section  305.3  is  amended  by  adding 
a  new  paragriq)h  (c)  to  read  as  follows: 

§  305.3  Direct  grants  for  Public  Works 
projects. 

•  •  •  •  • 

(c)  In  the  case  of  a  project  to  be 
located  in  an  economic  development  dis¬ 
trict  pursuant  to  section  403  (j)  of  the 
Act  such  project  shall  meet  the  require¬ 
ments  as  woidd  be  applicable  to  the  proj¬ 
ect  if  it  were  locate  wholly  within  the 
redevelopment  area  for  which  it  is  de¬ 
termined  to  be  a  direct  and  substantial 
benefit. 

21.  Section  305.5  is  amended  by  delet¬ 
ing  the  words  “Title  I”  in  the  first  sen¬ 
tence  of  paragraphs  (b)  (3)  (v) ,  (vi) ,  and 
(vil) ;  by  amending  paragraph  (b)  (3) 
(iv) :  and  by  adding  a  new  paragraph 

(d)  to  read  as  follows: 


§  305.5  Supplementary  grants. 

•  •  •  •  • 

(b)  •  •  • 

(3)  •  •  • 

(iv)  Projects  located  in  areas  desig¬ 
nated  under  title  IV  of  the  Act,  which 
areas  have  been  designated  by  the 
President  of  the  United  States  under  the 
Disaster  Relief  Act  of  1970  (Public  Law 
91-606)  or  the  Disaster  Relief  Act  of 
1974  (Public  Law  91-288),  provided; 
(a)  Such  areas  retain  both  EDA  and 
disaster  designations,  and  (b)  Such  con¬ 
current  designation  has  not  exceeded 


one  year  in  duration _ 80 

•  *  •  *  * 


(d)  The  applicable  maximum  grant 
rate  for  projects  located  in  economic  de¬ 
velopment  districts  pursuant  to  section 
403(j)  of  the  Act  shall  be  the  same  as 
the  grant  rates  for  the  redevelopment 
areas  for  which  such  projects  are  de¬ 
termined  to  be  a  direct  and  substantial 
benefit. 

22.  Section  305.6  is  amended  by  desig¬ 
nating  the  first  paragraph  “(a)”,  re¬ 
designating  the  second  paragraph 
“(1)”,  redesignating  the  third  para¬ 
graph  “(2)  ”,  and  by  adding  a  new  para¬ 
graph  (b)  to  read  as  follows: 

§  305.6  Ten  percent  bonus  supplemental 
grants. 

•  •  •  •  •  ' 

(b)  Projects  assisted  in  districts  out¬ 
side  redevelopment  areas  pursuant  to 
section  403 (j)  of  the  Act  shall  not  be 
eligible  for  10  percent  bonus  grants 
tmder  this  section. 

23.  A  new  9  305.7  is  added  to  read  as 
follows: 

§  305.7  Operating  grants  for  health  fa¬ 
cilities. 

(a)  The  Assistant  Secretary  pursuant 
to  section  102  of  the  Act  may  ^ake 
grants  for  the  operation  of  any  health 
project  approved  for  assistance  under 
title  I  of  the  Act  after  the  27th  day  of 
September,  1974.  Such  assistance  will  be 
available  only  in  the  most  needy 
circumstances. 

(b)  Grants  made  imder  this  section 
may  be  nmde  up  to  100  per  centum  of  the 
estimated  cost  of  the  first  fiscal  year  of 
operation,  and  up  to  100  per  centum  of 
the  deficit  in  funds  otherwise  available 
for  operation  of  the  facility  during  the 
second  fiscal  year  of  operation.  No  grant 
shall  be  made  under  this  section  unless 
the  operation  of  the  facility  will  be  con¬ 
ducted  under  efBcient  management 
practices  designed  to  obviate  operating 
deficits  as  determined  by  the  Secretary 
of  Health,  Education,  and  Welfare.  No 
grant  shall  be  made  for  the  second  fiscal 
year  of  operation  unless  the  operating 
agency  has  adopted  a  plan  for  the  fund¬ 
ing  of  operations  on  a  permanent  basis 
which  is  satisfactory  to  the  Secretary 
of  Health,  Education,  and  Welfare. 

24.  Section  305.23  is  amended  by  add¬ 
ing  a  new  paragraph  (f)  to  read  as 
follows: 

§  305.23  Ix>an  requirementa. 

•  •  •  •  • 

(f)  In  the  case  of  a  project  to  be  lo¬ 
cated  In  an  economic  development  dls- 
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trict  pursuant  to  section  403 (J)  of  the 
Act,  such  project  shall  meet  the  require¬ 
ments  as  would  be  applicable  to  the 
project  If  it  were  located  wholly  within 
the  redevelopment  area  for  which  It  Is 
determined  to  be  a  direct  and  substan¬ 
tial  benefit. 

25.  Section  305.58  Is  redesignated 
§  305.59  and  a  new  S  305.58  is  added  to 
read  as  follows: 

§305.58  Architect/Engineer  Agree¬ 
ments. 

(a)  The  Architect/Engineer  Agree¬ 
ment  shall  provide  for  all.  services  re¬ 
quired  by  the  owner  to  plan,  design  and 
supervise  construction  of  the  proposed 
project.  Appropriate  standards  or  guides 
developed  by  such  professional  organiza¬ 
tions  as  the  Consulting  Engineers  Coun¬ 
cil  (CEC),  American  Society  of  Civil 
Engineers  (ASCE),  National  Society  of 
Professional  Engineers  (NSPE),  and/or 
the  American  Institute  of  Architects 
(AIA),  may  be  used  where  the  grantee 
does  not  have  standard  procurement 
documents. 

(b)  It  is  EDA  policy  to  require  the  uti¬ 
lization  of  fixed-price  ot  cost-ceiling 
contracts.  Agreements  allowing  compen¬ 
sation  to  the  Architect/Engineer  based  on 
a  percentage-of -construction-cost  type  of 
fee  contract  are  generally  not  acceptable. 

26.  Part  306  is  revised  to  read  as  fol¬ 
lows: 


PART  306— BUSINESS  DEVELOPMENT 
PROGRAM 

Subpart  A — Financial  Assistance  for  Industrial 
and  Commercial  Purposes 

Sec. 

306.1  Purpose. 

306.2  Eligible  applicants. 

306.3  Types  of  financial  assistance. ' 

306.4  Location. 

306.5  UmltatloDa. 

306.6  State  approval. 

806.7  Allevtatkm  of  unemployment. 

806.8  Financing. 

806J>  Repayment. 

806.10  Term. 

306.1 1  Interest  and  fees. 

806.12  Allowable  project  costa  for  projects 

Involving  fixed  assets. 

306.13  Amount  of  assistance. 

306.14  Equity  cs^ltal  requirements. 

806.16  R^ulred  community  sbare  In  direct 
fixed  asset  locm  projects. 

806.16  Indian  tribes. 

306.17  Waiver  of  community  sbare. 

306.18  EDA’s  security  with  respect  to  assets 

of  the  applicant. 

806.19  Special  considerations  for  projects 

located  In  economic  development 
centers  or  In  non-designated  tu-eas 
of  economic  development  dletrlcts. 

806.20  Project  financing. 

806.21  Financing  Information. 

806.22  Restrictive  convenants  on  operations  v 

806.23  Indian  reservation  projects. 

806.24  Feasibility  reports. 

Subpart  B — Proiect  Closing  and  Servicing 
306.31  Project  closing. 

30682  Project  servicing. 

30683  Liquidation  and  administration  of 

loans,  guarantees  and  evidences  of 
indebtedness. 

Authoritt:  Sec.  701,  Pub.  L.  89-136  (Au¬ 
gust  26,  1966)  (42  U5.C.  3211),  79  SUt.  670 
and  Department  of  Commerce  Organization 
Order  10-4,  AprU  1,  1970  (36  FR  6970). 


Subpfiit  A — Financial  Assistance  for 
Industrial  and  Commerdal  Purposes 

§  306.1  Purpose. 

(a)  The  purpose  of  this  subpart  Is  to 
set  forth  p^cies  and  procedures  under 
which  qualified  iqipUcauts  may  obtain 
financial  assistance  under  section  202  of 
the  Act.  The  following  tjrpes  of  financial 
assistance  are  available  for  business  de¬ 
velopment  projects : 

(1)  Direct  loans  or  purchase  of  evi¬ 
dences  of  indebtedness  to  provide  fixed 
assets. 

(2)  Direct  loans  to  provide  for  working 
capital. 

(3)  Guarantees  of  loans  to  private 
borrowers  by  private  lending  Institutions 
to  provide  fixed  assets. 

(4)  Guarantees  of  loans  to  private 
borrowers  by  private  lending  Institutions 
to  provide  working  capital. 

(5)  Guarantees  of  rental  payments  of 
leases  from  qualified  lessors  for  buildings 
and  equipment. 

(b)  These  programs  are  administered 
by  EDA  for  the  prime  purpose  of  achiev¬ 
ing  the  long-range  economic  develop¬ 
ment  goals  of  the  Act — creating  jobs, 
increasing  incomes,  and  diversifying  lo¬ 
cal  economies — and  not  to  imderwrite 
commercial  ventures. 

(c)  Lease  guaranty  assistance  is  pri¬ 
marily  available  to  Increase  the  business 
development  opportunities  in  distressed 
areas  of  large  cities,  particularly  in  spe¬ 
cial  impact  areas,  where  vacant  build¬ 
ings  are  available.  This  program  is  In¬ 
tended  to  be  a  supplement  to,  and  not  a 
duplication  of,  the  Small  Business  Ad¬ 
ministration’s  lease  guaranty  program. 

(d)  Direct  working  capital  loans  will 
only  be  made  if  other  sources  of  work¬ 
ing  capital  are  not  available.  Such  loans 
will  be  available  first  to  businesses  which 
have  experienced,  or  may  be  reasonably 
foreseen  to  experience,  temporary  but 
severe  problems  involving  actual  or  po¬ 
tential  job  loss,  for  reasons  Including  but 
not  limited  to  the  closing  of  Federal  In¬ 
stallations,  environmental  orders  result¬ 
ing  In  plant  shutdowns,  and  Federal 
energy  allocations. 

§  306.2  Eligible  Applicants. 

(a)  Applications  for  financial  assist¬ 
ance  shall  be  made  to  EDA  by  the  bene¬ 
ficiary  of  such  financial  assistance,  or 
by  public  or  quasi-public  developers  of 
a  proposed  fa^ty.  Where  the  financial 
assistance  is  to  be  in  the  form  of  a  gov¬ 
ernment  guaranty,  the  application  will 
contain  an  assurance  by  the  private 
lending  institution  or  lessor,  in  the  case 
of  lease  guaranty  applications,  that  it 
will  provide  the  loan  or  lease  which  the 
government  is  being  asked  to  guarantee. 

(b)  Private  lending  institutions  in¬ 
clude,  but  are  not  limited  to,  commercial 
banks,  savings  and  loan  institutions,  in¬ 
surance  companies,  factoring  companies. 
Investment  banking  organizations,  and 
venture  capital  investment  companies. 
Any  of  the  following  entities  or  enter¬ 
prises  may  be  eligible  as  an  applicant: 

(1)  A  business  enterprise  Including 
sole  proprietorship,  partnership,  or  cor¬ 
poration. 


(2)  A  non-profit  organization  or  as¬ 
sociation. 

*  (3)  A  State  or  political  subdivision  ' 
thereof  including  municipalities  and  all 
agencies.  Instrumentalities  and  quasi- 
public  corporations  or  authorities  cre¬ 
ated  by  a  State  or  political  subdivision 
thereof. 

(4)  Indian  tribes. 

§  306.3  Types  of  Financial  Assistance. 

The  Assistant  Secretary  Is  authorized 
to  approve  financial  assistance,  on  terms 
and  conditions  he  shall  establish,  to: 

(a)  Provide  fixed  assets  for  eligible  ap¬ 
plicants  by  either  making  direct  loans 
or  by  guaranteeing  loans  or  leases  to 
enable  the  applicant  to  piurchase,  de¬ 
velop  or  lease  commercial  or  industrial 
land  and/or  facilities. 

(I)  The  following  are  the  normal 
kinds  of  fixed  asset  costs  allowed  by 
EDA: 

(1)  Land  acquisition  and  Improve¬ 
ments. 

(II)  Machinery  and/or  equipment  (in¬ 
cluding  also  furniture  and  fixtures). 

(III)  Construction  costs  for  new  build¬ 
ings. 

(ly)  Rehabilitation  costs  for  aban¬ 
doned  or  unoccupied  buildings. 

(v)  Alteration,  conversion  and  en¬ 
largement  costs  for  existing  buildings. 

(2)  Where  fixed  assets  are  leased, 
lease  costs  cannot  be  Included  as  an 
eligible  Item  for  a  direct  fixed  asset  loan. 
Under  the  lease  guaranty  program,  lease 
rentals  must  be  reasonable  In  relation¬ 
ship  to  the  actual  costs  to  the  lessor. 

(b)  Provide  working  capital  for  eligi¬ 
ble  applicants  by  either  making  direct 
loans  or  by  guaranteeing  loans  by  quali¬ 
fied  private  lending  Instituticms.  The 
folloii^g  are  the  normal  kinds  of  work¬ 
ing  capital  Items  for  which  EDA  may 
make  or  guarantee  a  working,  capital 
loan: 

(1)  Start-up  costs  including  onployee 
training,  pre-production  salee  efforts, 
and  the  acquisition  of  raw  materials  and 
supplies. 

(2)  Cash  to  meet  the  borrower’s 
obligations  to  pay  those  costs  and  ex¬ 
penses  incident  to  the  conduct  of  cur¬ 
rent  business  such  as  wages,  salaries, 
material  purchases,  rents,  utilities, 
taxes,  interest  and  the  like  and  to  pay 
current  liabilities  other  than  those  in¬ 
curred  in  the  acquisition  of  non-current 
(assets  or  in  the  reduction  of  share¬ 
holder’s  equity. 

(c)  EDA  will  not  ordinarily  guarantee 
revolving  type  or  open-end  working 
capital  loans. 

(d)  The  substance  of  all  loan  or  lease 
agreements  which  EDA  is  being  at&ed 
to  guarantee  must  be  approved  by  the 
Assistant  Secretary  prior  to  issuance  of 
the  guarantee. 

(e)  Guaranteed  loans  or  leases  may 
be  assigned,  but  such  assignments  may 
only  be  made  with  the  prior  approval 
of  the  Assistant  Secretary. 

(f)  Lease  guarantees  by  EDA  shall 
extend  only  to  rental  pasunents  and  not 
other  obligations  created  under  the 
lease. 
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§  306.4  Locatiim. 

A  business  development  project  must 
be  located  within  a  redevelopment  area 
or  an  ecmicMnic  develoinnent  center.  It 
niay  also  be  located  within  a  non-tilglUe 
part  of  an  economic  development  dis¬ 
trict  provided  it  can  be  shown  that  the 
project  will  provide  a  substantial  direct 
benefit  to  a  redevelopment  area  within 
such  district. 

§  306.5  Limitation. 

The  requirements  stated  in  Part  309 
of  this  chapter  are  pertinent  to  business 
devel(H>inent  projects  as  appr(H;>rlate. 

§  306.6  State  Approval. 

No  application  for  a  business  develop¬ 
ment  project  will  be  approved  by  EDA 
until  such  application  is  approved  by  an 
agency  or  instrumentality  of  the  State  or 
political  subdivision  in  which  the  project 
is  to  be  located. 

(a)  Such  agency  or  Instrumentality 
must  be  directly  concerned  with  the 
problems  of  economic  development  in 
such  State  or  political  subdivision. 

(b)  Such  approval  muist  Include  a  de¬ 
termination  that  the  luroject  is  consist¬ 
ent  with  the  redevelopment  area’s  ap¬ 
proved  OEDP,  except  areas  which  will  be 
designated  under  ^e  criteria  of  Section 
401(a)  (4)  of  the  Act.  Redevelopment 
areas  or  economic  develoixnent  districts 
which  do  not  have  a  currently  approved 
OEDP  will  also  be  evaluated  if : 

(1)  The  area  will  be  designated  within 
a  reasonable  period  of  time,  or 

(2)  Appropriate  steps  have  been  taken 
to  secure  the  approval  by  EDA  of  an 
OEDP. 

(c)  Such  approval  of  an  agency  or  in¬ 
strumentality  shsdl  be  in  a  form  satis¬ 
factory  to  EDA. 

(d)  Such  approval  may  be  waived  by 
EDA  if  the  aiH>lication  is  to  provide 
working  capital  for  the  operation  of  a 
commercial  or  indxistrial  project  whose 
land  and/or  facilities  have  been  pur¬ 
chased,  developed,  or  leased  with  the  aid 
of  EDA  financial  assistance. 

§  306.7  Alleviation  of  Unemployment. 

A  business  development  project  must 
reasonably  provide  more  than  temporary 
alleviation  of  unemployment  or  under¬ 
employment  within  the  area  in  which  the 
project  will  be  located. 

§  306.8  Financing. 

A  business  development  applicant 
must  provide  evidence  that  other  financ¬ 
ing  is  not  available  on  terms  and  condi¬ 
tions  which,  in  the  opinion  of  the  Assist¬ 
ant  Secretary,  would  permit  completion 
and/or  the  successful  operation  or  ac¬ 
complishment  of  the  project.  Such  evi¬ 
dence  will  include: 

(a)  Letters  from  at  least  two  qualified 
lending  institutions  declining  to  finance 
any  part  of  the  project  or  in  the  case  of 
direct  EDA  loans,  to  participate  in  EDA’s 
share  of  the  financing. 

(1)  In  the  event  only  one  qualified 
lending  institution  is  located  in  the  proj¬ 
ect  area  or  lends  in  the  project  area,  a 
letter  from  one  qualified  lending  insti¬ 
tution  will  be  sufBclent. 


(2)  In  the  event  no  qualified  lending 
institutions  are  located  in  the  project 
area  or  lend  in  the  project  area,  appli¬ 
cant’s  certification  to  that  effect  will  be 
sufficient. 

(b)  In  the  case  of  financial  assistance 
involving  direct  EDA  loans  for  fixed  as¬ 
sets,  the  applicant  must  include  evidence 
that  no  qualified  lending  institution  will 
assist  in  the  project  financing  other  than 
on  a  first  lien  basis. 

(c)  In  the  case  of  guaranteed  loans, 
the  applicant  must  include  evidence  that 
no  direct  financing  is  available  from 
private  lending  institutions,  as  above, 
and  that  the  lending  institution  making 
the  loan  would  not  assist  in  the  project 
financing  without  the  EDA  guaranty.  In 
addition,  no  working  capital  loan  will  be 
guaranteed  which  is  secured  by  a  prior 
lien  on  the  same  assets  which  secme  an 
EDA  fixed  asset  loan  or  guarantee. 

(d)  Evidence  that  other  Federal  fi¬ 
nancial  assistance  is  not  available  to  the 
project. 

(e)  In  the  event  that  the  applicant  is 
a  large  corporation  which  would  nor¬ 
mally  have  its  own  fimds  available  or 
appears  to  have  access  to  non-Federal 
funds  sufficient  to  finance  the  project, 
such  corporation  must  certify  that  it 
would  not  locate  the  proposed  project 
within  the  area  If  it  were  not  for  the 
benefits  of  EDA’s  financial  assistance. 

(f)  In  the  case  of  financial  assistmace 
involving  a  direct  loan  by  EDA,  Uie  ap¬ 
plicant  must  also  show  that  other  lend¬ 
ers  will  not  participate  with  EDA  in  its 
loan. 

§  306.9  Repayment. 

No  financial  assistance  will  be  ap¬ 
proved  imless  the  Assistant  Secretary 
has  determined  there  is  a  reasonable  as¬ 
surance  that  the  applicant  can  repay 
any  loans  made  or  guaranteed  by  EDA  or 
can  reasonably  be  expected  to  mnicp  any 
lease  payments  required  in  connection 
with  the  project. 

(a)  ’The  applicant  shall  provide,  at  a 
minimum,  the  following  finanHng  infor¬ 
mation  to  permit  the  Assistant  Secretary 
to  make  this  determination  unless  the 
Assistant  Secretary  determines  certain 
or  all  of  such  information  is  not  neces¬ 
sary. 

(1)  Current  audited  financial  state¬ 
ments  of  the  aii^licant,  including  balance 
sheets,  an  income  statement  with  audi¬ 
tors’  footnotes,  and  supporting  state¬ 
ments  for  applicant’s  three  most  recent 
fiscal  years. 

(2)  Audited  consolidated  financial 
statements  and  income  statements,  with 
auditors’  footnotes,  of  parent  and  sub¬ 
sidiaries  for  the  three  most  recent  fiscal 
years. 

(3)  Audited  financial  statements  in¬ 
cluding  balance  sheets,  income  state¬ 
ments,  and  auditors’  footnotes,  of  all  af¬ 
filiated  companies  for  the  three  most 
recent  fiscal  years. 

(4)  Most  recent  interim  financial 
statements  of  impUcant.  its  parent  and 
subsidiaries,  certified  to  by  officers  of 
the  respective  companies  and  main¬ 
tained  current  during  EDA  loan  process¬ 
ing. 


(5)  Projected  pro  forma  balance 
sheets,  income  statements,  cash  fiows 
and  supporting  statements  of  the  appli¬ 
cant  quarterly  from  the  date  of  the 
latest  interim  financial  statements  to  the 
date  of  the  commencement  of  project 
operations. 

(6)  Projected  pro  forma  balance  sheet 
at  the  commencement  of  project  opera¬ 
tions,  and  pro  forma  balance  sheets,  in¬ 
come  statements,  cash  fiow  and  support¬ 
ing  statements  of  the  applicant  monthly, 
for  the  first  twelve  months  of  project 
operations  and  annually  for  the  three 
succeeding  twelve-month  periods.  Such 
statements  and  balance  sheets  should 
reflect  applicant’s  ability  to  repay  debt 
principal  out  of  earnings  commencing 
within  the  first  three  years  of  operations. 

(b)  Ih  addition,  the  applicant  shall 
provide  as  much  of  the  following  non- 
financial  information  as  EDA  determines 
is  necessary  to  allow  the  Assistant  Secre¬ 
tary  to  substantiate  the  pro  forma  pro¬ 
jections: 

(1)  Estimates,  firm  quotations,  re¬ 
ceipts,  contracts,  orders,  Invoices,  leases, 
or  equivalent  docummtation  fnxn  archi¬ 
tects,  engineers,  contractors,  subcon¬ 
tractors,  materialmen,  suppliers,  lessors 
or  others  involved  in  the  sale,  lease  or 
construction  of  fixed  assets,  if  any,  for 
applicant’s  project  including  schedules 
of  implementation. 

(2)  Back-up  information  regarding 
applicant’s  operating  costs,  including 
projected  employment  by  job  category 
and  applicable  wage  rates,  cost  and 
availability  of  raw  materials  and  energy. 

(c)  Applicants  are  also  required  to 
provide  EDA  with  general  information 
about  management  capabilities,  includ¬ 
ing  resumes  of  top  management,  and 
marketing  plans. 

(d)  Applicants  will  also  supply  such 
additional  back-up  Information  as  EDA 
may  require  regarding  other  collateral 
securing  EDA’s  financial  assistance,  such 
as  ai^raisals  and  valuations  of  non¬ 
project  assets  and  guarantees. 

§  306.10  Term. 

The  term  of  the  financial  assistance 
should  be  conslstoit  with  the  purpose 
for  which  it  will  be  used  and  the  col¬ 
lateral  position  of  EDA. 

(a)  Tlie  term  of  a  fixed  asset  loan 
or  guaranty  or  lease  guaranty  will  ordi¬ 
narily  not  be  greater  than  the  w^ghted 
average  useful  life  of  the  project  fixed 
assets. 

<b)  The  term  of  a  working  capital 
loan,  whether  direct  or  guaranteed,  gen¬ 
erally  should  not  exceed  five  (5)  years 
and  the  loan  should  be  amortized  in  full 
during  its  term. 

(c)  The  term  of  a  guaranty  of  a  lease 
will  generally  not  be  less  than  five  (5) 
years. 

(d)  No  financial  assistance  including 
renewals  or  extensions  may  be  made  for 
a  period  exceeding  twenty-five  years 
from  the  date  of  the  note  evidencing  a 
loan,  the  date  of  purchase  of  evidences 
of  Indebtedness,  or  the  date  of  a  guaran¬ 
teed  lease.  In  the  case  of  lease  guarantys, 
the  lease  Itself  may  extend  beyond 
twenty-five  years  but  the  <3ovemment’s 
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liability  for  guaranteed  payments  shall 
cease  after  the  twenty-fifth  year. 

§  306.11  Interest  and  Fees. 

Financial  assistance  under  this  sub- 
part  shall  bear  interest  or  involve  fees 
at  the  following  rates : 

(a)  Direct  fixed  asset  loans  and  evi¬ 
dences  of  indebtedness  purchased  by 
EDA  will  bear  interest  at  a  rate  not  less 
than  a  rate  determined  by  the  Secretary 
of  the  Treasury  taking  into  considera¬ 
tion  the  current  average  market  yield  on 
outstanding  marketable  obligations  of 
the  nited  States  with  remaining  periods 
to  maturity  cmnparable  to  the  average 
maturities  of  such  loans,  adjusted  to  the 
nearest  one-eighth  of  one  percent,  plus 
such  additional  charge,  if  any,  toward 
covering  other  costs  of  the  program  as 
the  Assistant  Secretary  may  determine 
to  be  consistent  with  its  purpose. 

(b)  Interest  charges  for  direct  work¬ 
ing  capital  loans  shall  be  computed  based 
on  the  interest  rate  for  direct  fixed  as¬ 
set  loans  and  purchases  of  evidences  of 
Indebtedness,  plus  such  additional  charge 
as  the  Assistant  Secretary  determines  is 
reasonable  in  view  of  the  higher  risk  and 
more  limited  collateral  associated  with 
working  capital  loans. 

(c)  Interest  on  guaranteed  loans  by 
private  lending  institutions  must  be  at 
not  more  than  their  prevailing  rates,  and 
must  be  reasonable  with  respect  to  the 
project. 

§  306.12  Allowable  project  costs  for 

projects  involving  fixed  assets. 

Allowable  project  costs  for  EDA  fixed 
asset  projects  (loans,  guaranteed  loans, 
and  lease  guarantys)  may  include  the 
cost  of  land,  building,  machinery  and 
equipment,  and  reasonable  contingency 
reserves  to  cover  the  possibility  of  cost 
increase  during  processing  of  the  applica¬ 
tion  and  during  construction,  if  appli¬ 
cable. 

(a)  In  arriving  at  the  total  fixed  asset 
cost  of  the  project,  EDA  cannot,  under 
the  Act,  Include  any  item  which  is  con¬ 
sidered  as  properly  allocable  to  working 
capital. 

(b)  Other  tsrpes  of  costs  which  cannot 
be  financed  Indude;  leasehold  interests 
or  lease-purchase  obligations  (except  as 
such  may  be  financed  indirectly  via  an 
EDA  lease  guaranty),  mineral  reserves, 
patents,  organization  expenses,  pre- 
production  costs,  research  and  develop¬ 
ment  expenses,  goodwill,  trade  or  brand 
names,  franchises  and  licenses. 

(c)  Land  Included  in  the  total  proj¬ 
ect  cost  may  Include  the  following: 

(1)  Land  acquisition  costs,  including 
reasonable  real  estate  commission  if  paid 
by  borrower. 

(2)  Cost  of  engineering  fees,  surveys, 
plats,  title  insiu^nce,  recording  fees  and 
legal  fees  Incurred  In  connection  with 
acquisition  of  land. 

(3)  Costs  of  nondepreciable  grading 
and  site  improvements,  as  well  as  costs 
of  necessary  depreciable  land  improve¬ 
ments. 

(4)  Costs  of  soil  tests  and  test  bor¬ 
ings. 


(5)  Preparation  of  plans  and  specifi¬ 
cations. 

(d)  Buildings  included  in  total  project 
cost  may  Include  the  following: 

(1)  Building  acquisition  costs,  includ¬ 
ing  reasonable  real  estate  commission  if 
paid  by  purchaser. 

(2)  Cost  of  constructing,  altering,  con¬ 
verting,  rehabilitating,  or  enlarging 
buildings. 

(3)  Ekiglneering,  architectural,  and 
legal  fees  paid  in  connection  with  the 
preparation  of  plans  and  specifications 
and  the  acquisition,  construction,  etc., 
of  buildings  and  building  equipment. 

(4)  Insurance  during  construction,  in¬ 
cluding  hazard  Insurance,  performance, 
labor  and  material  bonds. 

(e)  Machinery  and  equipment  Included 
in  total  cost  may  include  the  following: 

(1)  Machinery  acquisition  costs  in¬ 
cluding  cost  of  delivery  and  reasonable 
costs  of  installation. 

(2)  Engineering,  architectural  and 
legal  fees  paid  in  connection  with  ma¬ 
chinery  selection,  design,  acquisition  and 
installation. 

(3)  Insiirance  during  installation  in¬ 
cluding  hazard  insurance,  performance, 
labor  and  material  bonds. 

(f)  In  projects  involving  EDA  direct 
fixed  asset  loans,  land,  buildings,  ma¬ 
chinery  and  equipment  already  owned  by 
the  applicant  lien-free  may  be  Included 
in  project  costs  and  be  treated  as  an  in- 
kind  equity  injection  and  credited  against 
the  10  percent  equity  required  by  the  Act; 
provided  they  will  be  an  integral  part 
of  the  expanded  operation.  However, 
such  in-kind  equity  credit  will  generally 
be  limited  to  the  lesser  of  (1)  appraised 
fair  market  value,  or  (2)  net  book  value 
(cost  less  accumulated  depreciation)  in 
the  hands  of  the  applicant,  its  princi¬ 
pals,  parent,  subsidiaries,  or  affiliates; 
provided,  however,  that  such  credit  as 
may  be  allowed  for  fixed  assets  owned 
by  the  applicant  may  not  be  used  to  pro¬ 
vide  the  5  percent  required  by  the  Act  to 
come  from  a  local  government  or  non¬ 
profit  organization.  In-kind  injections  of 
fixed  assets  owned  by  a  local  government 
or  non-profit  organization  may  be  cred¬ 
ited  toward  the  required  local  participa¬ 
tion  (State,  political  subdivisions  or 
agencies  thereof,  and  community  or  area 
organizations)  to  the  extent  of  appraised 
fair  market  value.  If  the  local  govern¬ 
ment  or  non-profit  organization  does  not 
own  fixed  assets,  its  required  5  percent 
share  must  be  put  into  the  project  in  cash 
regardless  of  whether  the  community 
share  is  waived  according  to  9  306.17  or 
not.  The  granting  of  In-klnd  equity 
credit  for  fixed  assets  does  not  apply  to 
any  form  of  EDA  financial  assistance 
other  than  the  direct  fixed  asset  loan 
program. 

(g)  Other  eligible  project  costs  may 
include: 

(1)  Interest  on  interim  construction 
financing  and  other  necessary  costs  of 
obtaining  financing,  with  prior  concur¬ 
rence  of  EDA. 

(2)  Sales  and  use  taxes  Incurred  in  the 
acquisition  of  project  fixed  assets. 

(3)  Other  costs  contributing  directly 
to  the  value  of  project  fixed  assets,  with 


prior  concurrence  of  EDA,  but  not  in¬ 
cluding  the  cost  of  feasibility  studies. 

(h)  Adequate  contingency  reserves  are 
a  necessary  part  of  the  provision  for  proj¬ 
ect  costs  in  order  to  avoid  the  problem  of 
incurring  an  overrun  in  total  expendi¬ 
tures  for  the  project  and  thereby  forcing 
a  renegotiation  of  the  loan  commit¬ 
ment.  The  contingency  amount  should 
be  established  according  to  the  antici¬ 
pated  length  of  time  for  project  con¬ 
struction,  terms  of  contract,  type  of  ma¬ 
chinery  and  equipment  and  tech¬ 
nological  and  other  developments  which 
might  be  expected  to  increase  cost. 

(1)  Contingency  reserves  for  building 
construction  and  machinery  and  equip¬ 
ment  should  be  established  at  a  reason¬ 
able  figiire  and  justified  by  the  applicant, 
depending  upon  the  characteristics  of 
the  specific  project. 

(2)  Construction  bids  or  estimates  and 
machinery  and  equipment  quotes  should 
allow  for  sufficient  time  and  remain  valid 
during  the  estimated  period  of  project 
processing  or  imtil  execution  of  firm  con¬ 
tracts.  These  quotes  should  not  be  over 
sixty  days  old  when  the  application  is 
submitted  to  EDA. 

(3)  Contingency  reserves  for  land  must 
be  considered  in  the  event  an  option  to 
piu-chase,  earnest  money  agreement,  or 
real  estate  contract  provides  for  a  re¬ 
negotiation  of  terms  prior  to  project 
funding.  The  applicant  will  be  required  to 
provide  evidence  of  ability  to  acquire  the 
project  land  and  any  contractural  ar¬ 
rangement  therewith  must  be  carefully 
reviewed  in  reference  to  establishment  of 
a  contingency  for  increased  land  costs 
above  the  project  valuation  at  time  of 
submission  of  the  application. 

(i)  Allowable  project  costs  for  lease 
guaranty  projects  may  Include  all  rea¬ 
sonable  rents.  Including  attendant  costs 
and  taxes  and  other  expenses  as  are  cus¬ 
tomary  with  respect  to  comparable  prop¬ 
erty. 

§  306.13  Amount  of  Assistance. 

EDA  financial  assistance  is  limited  to 
the  following  percentages  of  project  cost: 

(a)  Direct  fixed  asset  loan  assistance 
shall  never  exceed  65  percent  of  the 
aggregate  project  cost.  In  the  event  other 
Federal  aid  is  available  and  used  to  pay 
part  of  the  project  cost,  such  other  Fed¬ 
eral  aid  shall  be  subtracted  from  the  ag¬ 
gregate  project  cost  and  the  remainder 
shall  be  the  aggregate  cost  for  the  pur¬ 
poses  of  business  development  fixed  as¬ 
set  loan. 

(b)  Direct  working  capital  loan  as¬ 
sistance  may  be  in  an  amount  sufficient 
to  include  all  of  the  applicant's  allow¬ 
able  working  capital  needs. 

(c)  Lease  guarantys  shall  never  exceed 
90  percent  of  the  remaining  rental  pay¬ 
ments  required  by  the  lease,  provided  no 
rental  payments  which  accrue  later  than 
twenty-five  years  from  the  effective  date 
of  the  guaranty  shall  be  covered  by  the 
guaranty. 

(d)  No  working  capital  guaranty  shall 
at  any  time  exceed  90  percent  of  the 
amount  of  the  outstanding  unpaid  bal¬ 
ance  of  the  working  capital  loan  by  the 
private  lending  institution. 
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(e)  No  fixed  asset  loan  guaranty  shall 
at  any  time  exceed  90  percent  of  the 
amount  of  the  outstanding  unpaid  bal¬ 
ance  of  the  fixed  asset  loan  by  the  pri¬ 
vate  lending  institution. 

§  306.14  Equity  capital  requirements. 

The  Act  requires  a  mlnlmtnn  equity 
contribution  only  for  direct  fixed  asset 
locm  projects.  However,  all  projects 
should  be  supported  by  equity  caplt^  to 
the  following  extent: 

(a)  Not  less  than  15  percent  of  the  ag¬ 
gregate  cost  of  a  direct  fixed  asset  loan 
project  (which  may  include  amounts  re¬ 
quired  by  §  306.15)  shall  be  provided  as 
equity  capital  or  a  standby  loan. 

(b)  In  projects  involving  EDA  guar- 
antys  of  fixed  asset  loans  by  a  private 
lending  institution,  the  guaranteed  loan 
to  awJlicant-beneficlary  should  not  ex¬ 
ceed  85  percent  of  the  total  cost  of  fixed 
assets  to  ^  purchased.  The  remaining  15 
percent  of  the  total  project  cost  should 
be  provided  as  equity  capitcd.  EDA's 
guaranty  will  be  limited  solely  to  the  fixed 
asset  loan;  an  EDA  required  standby 
loan  is  considered  a  form  of  equity 
capital. 

(c)  An  application  for  either  an  EDA 
guaranteed  working  capital  loan  or  an 
EDA  direct  working  capital  loan  will  not 
ordinarily  be  aiH>roved  until  the  appli¬ 
cant  is  in  operation  of  its  facilities.  In 
projects  Involving  EDA  direct  fixed  susset 
loa^,  guaranteed  fixed  asset  loans  or 
lease  guarantys,  all  project  financing  in¬ 
cluding  applicant’s  equity  must  ordi¬ 
narily  be  disbursed  before  the  guaran¬ 
teed  working  capital  loan  may  be  dis¬ 
bursed  by  the  lender.  Worklc^  capital 
loans  will  be  restricted  to  working  capital 
needs  and  cannot  be  diverted  into  fixed 
(n*  other  noncurrent  assets.  Applicants 
should  have  existing  net  working  capital 
equal  to  not  less  than  15  percent  of  its 
total  working  capital  needs.  The  remain¬ 
ing  working  capital  requirements  can 
then  be  met  with  either  an  EDA  guaran¬ 
teed  working  capital  loan  or,  where  Justi¬ 
fied.  with  an  EDA  direct  working  capital 
loan.  If  the  applicant  Is  in  a  negative  net 
working  capital  position  or  has  less  than 
15  percent  of  its  total  working  capital 
needs,  it  should  bring  its  net  working 
capital  up  to  the  required  level  by  ob¬ 
taining  cash  either  from  equity  capital 
or  a  standby  loan. 

<d)  In  EDA  lease  or  lease-purchase 
guaranty  projects,  the  iqjpllcant  should 
have  expended  an  amount  equal  to  not 
less  than  15  percoit  of  the  value  of  the 
assets  to  be  leased.  Such  expenditures 
shall  be  for  either  leasehold  improve¬ 
ments  or  the  types  of  fixed  assets  whi(^ 
can  be  allowable  project  costs  imder 
S  306.12.  If  applicant  is  not  paying  for 
needed  leasehold  improvonents  or  fixed 
assets,  its  working  capital  should  be  aug¬ 
mented  instead.  Cash  for  the  expendi¬ 
tures  required  by  this  subsection  shall 
be  obtained  by  applicant  either  from 
equity  capital  or  a  standby  loan. 

(e)  Where  fimds  are  provided  from  a 
standby  loan: 

(1)  Such  locm  shall  be  repayable  in 
no  shorta:  period  of  time  and  at  no 
faster  rate  of  amortization  than  the 


financial  assistance  provided  by  EDA 
and  subordinate  in  ri^ts  ot  repayment 
to  EDA. 

(2)  If  such  locm  is  secured,  the  secu¬ 
rity  must  be  subordinate  and  inferior 
to  the  lien  or  liens  securing  the  fincmclal 
assistance  provided  by  EDA. 

§  306.15  Required  community  share  in 
direct  fixed  asset  loan  projects. 

Not  less  than  5  percent  of  the  aggre¬ 
gate  cost  of  a  direct  fixed  asset  project 
shall  be  supplied  by: 

(a)  8tate  or  any  agency  or  instru¬ 
mentality  thereof. 

(b)  A  political  subdivision  of  a  State 
or  any  agency  or  instrumentality 
thereof;  or 

(c)  A  community  or  area  organlzatlcm 
which  is  nongovernmental  in  character. 

§  306.16  Indian  tribes. 

Projects  involving  financial  participa¬ 
tion  by  Indian  tribes  are  not  required 
to  meet  the  provisions  of  S  306.15,  In 
such  case,  the  5  percent  shall  be  supplied 
by  the  borrower  as  equity  or  by  standby 
loan  subject  to  the  provision  of  S  306.14 
(e). 

§  306.17  Waiver  of  community  share. 

The  Assistant  Secretary  may  waive  all 
or  part  of  the  5  percent  community  share 
of  the  aggregate  cost  of  a  direct  fixed 
asset  loan  project  which  is  required  by 
$  306.15  if  he  determines  that  all  or  part 
of  the  community  share  is  not  reason¬ 
ably  available  to  the  project  because  of 
the  economic  distress  of  the  area  or  for 
other  good  cause.  The  portion  of  the 
community  share  thus  waived  may  be 
supplied  by  the  applicant  or  by  such 
other  non-Federsd  sources  as  may  be 
reasonably  available  to  the  project. 

(a)  In  determining  whether  all  or 
part  of  the  commimity  share  is  not  rea¬ 
sonably  available  bemuse  of  the  eco¬ 
nomic  distress  of  the  area,  the  Assistant 
Secretary  may  consider  the  following 
factors; 

(1)  The  extent  of  economic  distress  of 
the  redevelopment  area  or  district,  as 
measured  by  imemplosmient,  imderem- 
ployment  and  income  levels. 

(2)  The  nature  and  extent  of  the 
funds  reasonably  available  to  comprise 
the  community  share,  as  made  known  by 
the  community. 

(3)  The  extent  of  local  support  for  the 
project,  as  manifested  by  previous  bona 
fide  community  efforts  to  assist  it  finan¬ 
cially. 

(4)  The  extent  of  previous  bona  fide, 
broadly  based  efforts  to  obtain  local 
financial  support  for  community  eco¬ 
nomic  development  activities  generally. 

(b)  In  determining  whether  all  or  part 
of  the  community  share  of  the  aggregate 
project  cost  is  not  reasonably  available 
for  other  good  cause,  the  Assistant  Sec¬ 
retary  may  consider,  in  addition  to  the 
factors  listed  above,  the  following  situa¬ 
tions  as  representing  sufficient  good 
cause  for  waiver: 

(1)  Where  the  financial  assistance  is 
requested  to  replace,  rehabilitate,  or  ex¬ 
pand  the  facilities  of  an  industrial  or 
commercial  enterprise  already  existing 


in  the  locality,  and  local  Investors  can 
show  a  need  to  conserve  their  funds  in 
order  to  encoiurage  the  establishment  of 
new  Industry  which  will  broaden  the  eco¬ 
nomic  base  of  the  community;  or 

(2)  Where  the  Assistant  Secretary  de¬ 
termines  that  a  bona  fide  community 
fund  raising  drive  either  has  been  made 
or,  if  made,  would  be  xmsuccessful  in 
raising  the  necessary  f\mds  for  the  proj¬ 
ect,  and  provided  that  the  total  prior 
community  Investment  in  projects  al¬ 
ready  assisted  by  either  the  Area  Re¬ 
development  Administration  or  EDA  is 
equal  to  or  exceeds  the  following 
amounts; 

(1)  Redevolpment  areas  eligible  for  50 
percent  public  works  grants — $10  per 
area  resident; 

(il)  Redevelopment  areas  eligible  for 
60  percent  public  works  grants — $7  per 
area  resident; 

(lii)  Redevelopment  areas  eligible  for 
70  percent  public  works  grants — $5  per 
area  resident;  or 

(iv)  Redevelopment  areas  eligible  for 
80  percent  public  works  grants — $3  per 
area  resident. 

§  306.18  EDA  secnrity  with  respect  to  as¬ 
sets  of  the  applicant. 

EDA’s  financial  assistance  will  usually 
be  secured  either  directly  or  indirectly 
by  liens  or  assignments  of  rights  in  as¬ 
sets  of  the  applicant  as  follows: 

(a)  In  order  to  encourage  financial 
participation  in  a  direct  fixed  asset  loan 
project  by  other  lenders  and  Investors 
and  to  the  extent  necessary,  the  EDA 
loan  may  be  repayable  only  after  other 
loans  made  in  connection  with  the  proj¬ 
ect  have  been  repaid  in  full.  The  Uen 
position  of  EDA  may  be  subordinate  and- 
made  Inferior  to  Uen  or  liens  securing 
other  loans  made  in  connection  with  the 
project. 

(b)  In  projects  Involving  EDA  direct 
working  capital  loans,  EDA  will  normaUy 
obtain  collateral  such  as  Uens  on  inven¬ 
tories,  receivables  and/or  fixed  assets. 
Such  Uens  may  be  subordinate  only  to 
existing  liens  of  record. 

(c)  In  projects  involving  EDA  guaran¬ 
teed  loans,  the  lending  institution  ordi¬ 
narily  wiU  be  required  to  maintain  a  col¬ 
lateral  position,  to  which  EDA  is  subro¬ 
gated,  in  the  assets  of  the  borrower 
and/or  principals  of  the  borrower  such 
as  by  taking  Uens  on  inventories,  re¬ 
ceivables.  and/or  fixed  assets.  However, 
such  Uens  if  taken  on  fixed  assets  will 
not  be  placed  by  EDA  subordination  into 
a  prior  position  to  Uens  sectiring  loans 
previously  made  or  guaranteed  imder  the 
ARA  or  EDA  programs. 

(d)  In  lease  guaranty  projects  and 
other  projects  involving  leased  assets. 
EDA  wiU  require  such  coUateral  as  is 
appropriate. 

(e)  Regardless  oi  the  type  of  EDA  fi¬ 
nancial  assistance  extended,  fuU  per¬ 
sonal  guarantees  of  principals  of  appU- 
cant  and/or  related  corporate  guaran¬ 
tees  by  closely  held  corporate  appUcants 
or  by  the  parent  corporation  of  subsid¬ 
iary  corporate  appUcants.  secured  by 
collateral  where  deemed  necessary,  will 
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be  ordinarily  required.  Likewise,  cross 
guarantees  of  related  corporations  will 
be  required  when  deemed  necessary  to 
properly  support  the  E!DA  financial  as¬ 
sistance. 

(1)  Guarantees  should  be  imderstood 
to  provide  not  only  Additional  collateral 
benefits,  but  also  to  provide  the  necessary 
personal  Involvement  of  the  prlnclpiEds 
required  to  provide  assurance  of  conti¬ 
nuity  of  job  opportimities  provided  by  the 
project. 

(2)  Applicants  will  provide,  in  the  case 
of  personal  guarantors,  current  (not  over 
ninety  days  old  at  the  time  of  filing)  per¬ 
sonal  financial  statements  signed  by 
both  husband  and  wife  and  disclosing 
community  and  individual  assets  and  In¬ 
debtedness. 

(f)  In  addition  to  the  above  types  of 
security,  EDA  may  also  require  security 
in  the  form  of  assignment  of  patents  and 
licenses,  the  acquistion  of  hazard  and 
other  forms  of  Insurance,  and  such  other 
additional  security  as  the  Assistant  Sec¬ 
retary  determines  is  necessary  to  support 
EDA’s  exposure. 

(g)  Applications  submitted  by  closely 
held  corporations,  partnerships,  or  pro¬ 
prietorships  dependent  for  their  continu¬ 
ing  success  on  certain  individuals  will 
ordinarily  be  expected  to  provide  and 
assign  to  EDA  life  insurance  on  these 
key  men. 

(h)  In  projects  involving  EDA  guar- 
the  financial  assistance  (and  assigned 
institutions  or  of  leases,  if  the  lender  or 
lessor  secured  by  the  EDA  guaranty  is 
also  secured  by  a  third  party  with  respect 
to  its  exposure  remaining  above  the  EDA 
guaranteed  portion,  the  guaranty  agree¬ 
ment  shall  be  modified  to  provide  that 
any  interest  which  the  secured  party 
would  receive  in  the  collateral  taken  for 
the  l^ancial  assistance  (and  assigned 
to  EDA  upon  redemption)  shall  not  be 
subrogated  to  the  third  party’s  interest 
if  the  third  party  is  a  principal  or  equity 
shareholder  in  the  applicant  imtil  all  of 
the  applicant’s  indebtedness  to  EDA  is 
paid  in  full.  The  purpose  of  this  provision 
is  to  ensure  that  those  persons  respon¬ 
sible  through  ownership  for  the  opera¬ 
tion  of  a  project  do  not  share  in  the  pro¬ 
ceeds  of  collateral  until  EDA  recovers 
fully  against  all  its  exposures. 

(1)  Nothing  contained  in  this  section 
ifiiall  affect  the  subordinate  lien  position 
required  for  standby  loans  imder  S  306.14. 

§  306.19  Special  considerations  for  proj¬ 
ects  located  in  economic  development 
centers  or  in  non-designated  areas  of 
ectmomic  development  districts. 

(a)  Financial  assistance  approved  for 
projects  located  in  economic  development 
centers  shall  be  subject  to  the  following 
restrictions  and  limitations: 

-  (1)  The  project  must  be  consistent 
with  a  currently  approved  OEDP  for  the 
economic  development  district. 

(2)  The  amotmt  of  the  business  devel¬ 
opment  loan  approved  must  be  reason¬ 
ably  related  to  the  size,  population,  and 
economic  needs  of  such  district. 

(3)  The  project  must  enhance  the  eco¬ 
nomic  growth  potential  in  such  district 


or  result  in  additional  long-term  em¬ 
ployment  opportunities  commensurate 
with  the  amount  of  financial  assistance 
extended. 

(b)  Financial  assistance  approved  for 
projects  located  in  non-designated  areas 
in  economic  development  districts  shall 
be  subject  to  the  following  restrictions 
and  limitations: 

(1)  The  project  will  be  of  substantial 
direct  benefit  to  a  redevelopment  area 
within  the  district. 

(2)  Hie  project  must  be  consistent 
with  a  currently  approved  OEDP  for  the 
district. 

(3)  A  finding  by  the  State(s) .  or  any 
agency,  Instrumaitality,  or  local  polit¬ 
ical  subdivision  thereof  that  the  project 
is  consistent  with  the  district  OFHDP. 

§  306.20  Project  financing. 

Each  project  will  be  evaluated  with 
the  intent  of  obtaining  a  financing 
structure  which  demonstrates  a  mini¬ 
mum  EDA  participation  in  project  fi¬ 
nancing  to  accomplish  the  project  with 
maximum  reliance  on  equity  and  junior 
lenders.  Moreover,  an  EDA  participa¬ 
tion  of  $10,000  per  job  will  ordinarily  be 
the  maximum  acceptable  tar  any  partic¬ 
ular  project.  In  calculating  the  EDA  par¬ 
ticipation  per  job,  indirect  jobs  created 
in  other  parts  of  the  local  ec<momy  will 
not  be  considered.  Seasonal  Jobs  will  be 
converted  into  full  time  job  equivalents. 

§  306.21  Financing  information. 

The  following  Information  shall  be 
included  with  respect  to  all  participants, 
other  than  EDA,  in  project  financing: 

(a)  A  written  commitment  or  firm  let¬ 
ter  of  intait  from  each  participating 
lending  institutions  stating  amount,  in¬ 
terest  rate,  repayment  terms,  collateral 
and  lien  position  it  will  require,  or  such 
other  evidence  as  EDA  may  require  to  as- 
s\u*e  availability  of  funds.  EDA  requires 
that  the  propo^  project  financing  upcm 
which  it  bases  a  decision  to  laid  remain 
firm,  in  order  to  obviate  the  lengthy  re¬ 
analysis  required  by  financing  altera^ 
tlons  after  EDA  acceptance  of  an  appli¬ 
cation. 

(b)  A  written  commitment  by  the  ap¬ 
plicant  to  provide  equity  funds,  stating 
both  the  source  and  actual  availability  of 
funds  and/or  assets  to  be  injected,  and 
the  names  of  the  principal  shareholders 
or  owners. 

(c)  Where  applicable,  a  written  com¬ 
mitment  of  the  participating  local  de¬ 
velopment  organization  or  public  body, 
where  applicable,  stating  amount  of 
commitment.  Interest  rate,  repayment 
terms,  collateral  and  lien  position  re¬ 
quired. 

(d)  Where  applicable  a  determination 
of  the  source  and  actual  availability  of 
local  development  organization  fimds  or 
assets  to  be  injected. 

(e)  A  statement  of  any  special  condi¬ 
tions  attaching  to  the  financing  arrange¬ 
ments  proposed. 

§  306.22  Restrictive  covenants  on  opera¬ 
tions. 

Conditions  for  the  granting  of  EDA 
financial  assistance  for  new  ventures. 


closely  held  corporations  and  all  mar¬ 
ginally  capitalized  applicants  shall  in¬ 
clude  restrictive  convenants  similar  to 
those  required  by  private  financial  lend¬ 
ing  institutions  except  in  cases  in  which 
modification  or  omission  of  one  or  mere 
of  them  can  be  clearly  shown  not  to 
jeopardize  reasonable  assurance  of  re¬ 
payment  of  the  financial  assistance  and 
the  long-term  continuity  of  the  project’s 
employment.  Restrictive  convenants  for 
well-capitalized  business  expansion  bor¬ 
rowers  will  be  tailored  to  the  financial 
stattis  of  individual  companies. 

§  306.23  Indian  reservation  projects. 

In  view  of  the  inherent  problems  of 
collateralizing  financial  assistance  for 
projects  to  be  located  on  Indian  reserva¬ 
tions  due  to  the  inability  to  obtain  mort¬ 
gages  on  such  lands,  project  funding 
should  afford  EDA  maximum  collateral 
protection  without  undue  hardship  on 
the  borrower.  A  lease  agreement  will  en¬ 
able  EDA.  in  the  event  of  a  default,  to 
reassign  the  right  of  occupancy  to  a  third 
party  and  thereby  improve  the  chances 
for  continued  operation  of  the  project 
and  the  preservation  of  collateral  value. 

§  306.24  Feasibility  reports. 

(a)  All  applications  for  financial  as¬ 
sistance  for  new  voitures  involving  a 
total  project  costing  $1  million  or  more 
shall  be  accompanied  by  a  technical  and 
economic  feasibility  report  from  an  ac¬ 
ceptable  Independent  consultant.  New 
venture  projects  of  less  than  $1  million 
must  be  accompanied  by  sufficient  docu¬ 
mentation  to  permit  a  determination  by 
EDA  of  technical  and  economic  feasi¬ 
bility. 

(b)  In  projects  which  are  expansions 
of  a  successfiil  existing  business  or 
projects  sponsored  by  a  capable  and  fi¬ 
nancially  sound  parent  organization,  the 
requirement  for  a  technical  and  economic 
feasibility  report  from  an  acceptable  in¬ 
dependent  consultant  may  be  waived  by 
EDA.  However,  the  prospective  borrower 
shall  provide  all  technical  and  economic 
information  necessary  for  EDA  to  prop¬ 
erly  evaluate  the  application. 

(c)  An  economic  feasibility  report  frmn 
an  acceptable  Independent  consultant  in 
connection  with  projects  involving  tour¬ 
ism  and  recreation  facilities  will  be  re¬ 
quired  if  the  cost  of  the  proposed  project 
exceeds  $150,000.  Evidence  must  be  sub¬ 
mitted  that  the  proposed  facility  will 
provide  services  or  have  special  attributes 
that  tend  to  induce  a  net  increase  in 
tourist  visits  to  the  area  and  is  part  of 
a  larger,  area-wide  program  expected  to 
attract  tourists  and  provide  jobs  in  the 
area.  In  cases  where  total  project  in¬ 
vestment  is  less  than  the  above  minl- 
miuns,  soimd  judgment  may  require  an 
•Independent  feasibility  study  in  light  of 
the  specific  natme  of  the  project. 

Subpart  B — Project  Closing  and  Servicing 

§  306.31  Project  closing. 

EDA  projects  are  closed  and  disbursed  - 
in  accordance  with  detailed  policies  and 
procedures  as  set  forth  in  the  Office  of 
Business  Development  Gtiide  to  Loan 


FEDERAL  REGISTER,  VOL  39,  NO.  220 — WEDNESDAY,  NOVEMBER  13,  1974 


PROPOSED  RULES 


40129 


Closing.  The  major  activities  engaged  In 
during  this  period  are  as  follows: 

(a)  At  the  time  an  application  for 
EDA  financial  assistance  is  approved  by 
the  Assistant  Secretary,  he  also  approves 
the  primary  document  on  which  the  fi¬ 
nancial  assistance  will  be  given;  either 
a  loan  agreement  or  a  guaranty  agree¬ 
ment.  The  signed  agreement  is  offered 
to  the  appropriate  party  for  its  accept¬ 
ance,  at  which  time  a  binding  legal 
agreement  between  EDA  and  the  appli¬ 
cant  or  guaranteed  party  takes  effect.  A 
preclosing  conference  will  be  arranged 
by  the  Regional  Director,  whenever  the 
applicant  requests  one,  to  discuss  the 
terms  and  conditions  contained  in  the 
agreement  and  how  these  terms  and 
conditions  can  be  met. 

(b)  Immediately  after  acceptance,  the 
Regional  Office  shall  arrange  with  the 
applicant  for  the  preparation,  review, 
and  signing  of  the  promissory  note,  or 
lease,  collateral  documents,  and  other 
documents  necessary  for  the  financial 
assistance. 

(c)  Periodic  inspections  of  construc¬ 
tion  of  projects  involving  fixed  assets  will 
be  made  by  the  Regional  Office  to  deter¬ 
mine  the  satisfactory  progress  of  the 
project  and  application  of  monies  to¬ 
ward  Implementation  of  the  project  as  set 
forth  in  the  agreement.  Particular  atten¬ 
tion  will  be  paid  to  financial  or  manage¬ 
ment  changes  which  might  adversely  af¬ 
fect  the  project.  The  Regional  Office  will, 
for  example,  determine  whether  there 
is:  conformance  with  plans  and  specifi¬ 
cations,  proper  installation  of  equipment, 
sufficiency  of  f\mds  for  the  completion 
of  the  project,  substantiation  of  costs  in- 
ciured,  proper  labor  costs  for  compliance 
with  the  Davls-Bacon  Act,  and  EDA  ap¬ 
proval  of  contract  change  orders. 

(d)  Disbursements  of  direct  EDA  loans 
will  be  made  after  a  request  by  the  bor¬ 
rower,  to  the  Regional  Office,  on  EDA 
Form  ED-270,  “Borrower’s  Certification 
of  Cmrent  Status  and  Request  for  EDA 
Action.’’  The  disbursement  will  be  based 
on  costs  incmred  as  certified  to  EDA 
at  such  time  or  times  as  the  Regional 
Office  shall  require.  Certifications  as  to 
project  costs  are  made  on  EDA  Form 
ED-268  “Status  of  Pasonents  on  Project 
Accounts.’’  Certifications  as  to  the  status 
of  project  construction  for  projects  in¬ 
volving  fixed  assets  are  made  on  EDA 
Form  ED-269,  “Business  Loan  Project 
Inspection  and  Certification  of  Project 
Acceptability.”  Requests  for  disburse¬ 
ment  shall  be  supported  by  such  docu¬ 
ments  as  the  Regional  Office  may  re¬ 
quire:  for  example,  but  not  limited  to, 
copies  of  impaid  Invoices  to  be  paid 
from  disbursement;  copies  of  fully  paid 
invoices  together  with  lien  waivers, 
where  aproprlate;  and  copies  of  cancelled 
checks.  The  Regional  Office  may  with¬ 
hold  10%  of  all  requested  disbiirsements 
on  all  project  costs  except  land  costs. 
When  the  Regional  Office  determines 
that  the  status  of  the  project  is  such  as 
would  place  EDA’s  interest  in  jeopardy, 
the  Regional  Office  may  withhold  a 
greater  percentage  after  stating  in  writ¬ 
ing  to  the  borrower  the  basis  for  such 
decision.  The  borrower  shall,  on  EDA 
Form  ED-265,  “Disbursement  of  Busi¬ 


ness  Loan  Funds,”  acknowledge  receipt 
of  each  disbursement  made  by  EDA. 

(e)  Requests  by  an  applicant  for  a 
modification  of  the  terms  on  which  its 
EDA  financial  assistance  has  been  ex¬ 
tended  shall  be  submitted  to  the  Regional 
Director,  supported  by  such  documen¬ 
tation  smd  facts  as  would  justify  the 
requests. 

§  306.32  Project  servicing. 

EDA  personnel  will  make  periodic 
visits  to  projects  imtil  such  time  as  the 
financial  assistance  has  been  fully  re¬ 
paid.  Such  personnel  will  consult  with 
employees  and  officers  of  the  applicant 
and  obtain  such  Information  as  is  neces¬ 
sary  to  determine  the  employment  levels 
as  well  as  the  soundness  of  its  financial 
condition  and  management.  Requests  by 
an  applicant  for  a  modification  of  the 
terms  on  which  its  EDA  financial  assist¬ 
ance  has  been  extended  shall  be 
submitted  to  the  Regional  Director,  sup¬ 
ported  by  such  documentation  and  facts 
as  would  justify  the  requests. 

§  306.33  Liquidation  and  administration 
of  loans,  guarantees  and  evidences  of 
indebtedness. 

In  the  event  that  the  Assistant  Sec¬ 
retary  determines  it  is  necessary  or 
desirable  to  take  actions  to  protect  or  fm- 
ther  the  interests  of  EDA  in  connection 
with  loans  or  guarantees  made  or  evi¬ 
dences  of  Indebtedness  purchased  under 
the  Act,  the  Assistant  Secretary  may: 

(a)  Assigm  or  sell  at  public  or  private 
sale,  or  otherwise  dispose  of  for  cash  or 
credit,  in  his  discretion  and  upon  such 
terms  and  conditions  as  he  shall  deter¬ 
mine  to  be  reasonable,  any  evidence  of 
debt,  contract,  claim,  personal  or  real 
property,  or  security  assigned  to  or  held 
by  him  in  connection  with  financial  as¬ 
sistance  extended  under  the  Act. 

(b)  Collect  or  compromise  all  obli¬ 
gations  assigned  to  or  held  by  him  in 
connection  with  EDA  financial  assist¬ 
ance  projects  tmtil  such  time  as  such  ob¬ 
ligations  may  be  referred  to  the  Attorney 
General  for  suit  or  collection. 

(c)  Take  any  and  all  other  actions 
determined  by  him  to  be  necessary  or 
desirable  in  purchasing,  servicing,  com¬ 
promising,  modifjdng,  liquidating,  or 
otherwise  administratively  dealing  with 
or  realizing  on  loans  or  guarantys  made 
or  evidences  of  indebtedness  purchased 
xmder  the  Act. 

27.  Part  307  is  amended  by  adding  a 
new  SulH>art  D  to  read  as  follows : 

Subpart  D — Stata  and  Local  Economic 
Dovalopment  Planning  Grants 

Sec. 

307.50  Purpose. 

307.61  Objectives. 

307.62  Eligible  applicants. 

307.63  Submission  of  applications. 

307.64  Application  requirements. 

307.66  Grant  limitations. 

307.66  Annual  reports. 

307.67  Coordination. 

307.68  Requirements. 

Subpart  D — State  and  Local  Economic 
Development  Planning  Grants 

§  307.50  Purpose. 

The  purpose  of  this  subpart  is  to  set 
forth  regulations  pursuant  to  which  eli¬ 


gible  applicants  may  apply  for  and  re¬ 
ceive  direct  grants  for  econcnnic  develop¬ 
ment  planning  under  section  302  of  the 
Act. 

§  307.51  Objectives. 

(a)  Planning  grants  develop  and 
strengthen  the  economic  development 
planning  capabilities  of  the  State,  its 
political  subdivisions  and  other  eligible 
organizations  by  establishing  or  aug¬ 
menting  comprehensive  economic  devel¬ 
opment  planning  processes  and  coordi¬ 
nating  the  comprehensive  planning  ac¬ 
tivities  of  the  various  governmental 
levels  and  development  organizations. 

(b)  Any  overall  State  economic  devel¬ 
opment  planning  shall  be  a  part  of  a 
comprehensive  planning  process  that 
shall  consider  the  provision  of  public 
works  to  stimulate  and  channel  devel¬ 
opment,  economic  opportunities  and 
choices  for  individuals;  to  support  sound 
land  use,  to  enhance  and  protect  the  en¬ 
vironment  including  the  ccmservation  and 
preservation  of  open  spaces  and  environ¬ 
mental  quality ;  to  pro^de  public  services, 
and  to  balance  pl^sical  and  human  re- 
somces  through  the  management  and 
control  of  physical  development.  The 
comprehensive  planning  process  Involves 
public  and  private  officials  in  analyzing 
local  economies,  defining  development 
goals,  determining  project  opportimlties 
and  formulating  and  implementing  de¬ 
velopment  programs.  This  planning  proc¬ 
ess  is  conducted  cooperatively  by  the 
State,  cities  and  other  political  subdivi¬ 
sions  and  economic  development  or¬ 
ganizations  (including  redevelopment 
areas  and  economic  development  dis¬ 
tricts)  located  in  whole  or  in  part  within 
the  State,  and  incorporates  the  goals  and 
objectives  of  local  and  economic  develop¬ 
ment  district  planning. 

(c)  Planning  grants  for  cities,  other 
political  subdivisions,  and  sub-State 
planning  and  development  organizations 
shall  be  used  to  develop  plans  to  reduce 
unemployment  and  increase  Incomes. 

(d)  Additionally,  grants  may  be  made 
to  economic  development  districts  to  en¬ 
able  them  to: 

(1)  Provide  technical  assistance  other 
than  by  grant  to  local  governments  with¬ 
in  the  districts. 

(2)  Carry  out  review  procedures  re¬ 
quired  xmder  Title  IV  of  the  Intergov¬ 
ernmental  Cooperation  Act  of  1968,  if 
designated  by  the  State  to  conduct  this 
review. 

§  307.52  Eligible  applicants.  / 

Eligible  applicants  are: 

(a)  The  Governor  of  a  State  or  an 
agency  designated  by  him,  and  the  Chief 
Executive  Officer  of  the  District  of  Co- 
liunbia,  Puerto  Rico,  Virgin  Islands, 
Guam  and  American  Samoa. 

(b)  Chief  Officer  of  governing  bodies 
of  sub-state  planning  units,  economic 
development  districts,  and  redevelop¬ 
ment  areas. 

(c)  Chief  executive  of  cities  and  coun¬ 
ties  meeting  EDA  eUglbility  criteria  and 
not  located  wholly  within  larger  multi- 
coimty  planning  and  development  or¬ 
ganizations  receiving  planning  funds  un¬ 
der  section  301  of  the  Act. 
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(d)  Chief  executives  of  cities,  coun¬ 
ties,  and  redevelopment  areas  in  mnlU- 
county  organisations  receiving  funds  un¬ 
der  section  301  of  the  Act,  and  which 
demonstrates  exceptional  need  for  plan¬ 
ning  assistance  beyond  that  provided 
through  the  multi-county  organization 
and  whose  applications  are  endorsed  by 
the  Boards  of  the  multi-county  organi¬ 
zations. 

(e)  Eligible  applicants  cited  under  this 
subpart,  if  the  Seiuetary  determines  that 
planning  assistance  is  necessary  and 
other  funds  are  not  avallaUe  to  develop 
a  plan  required  by  Title  IX  of  the  Act 

§  307.53  Sabmiasion  of  applicmtions. 

An  initial  request  for  assistance  shall 
be  submitted  to  the  Assistant  Secretary. 

If  the  Assistant  Secretary  approves  the 
inittaJ  request  the  applicant  may  submit 
an  api^lcation. 

§  307.54  Application  requirements. 

An  application  ^tall  indicate  the  scope 
of  the  proposed  pdanning  activity,  and 
provide  evidence  that  the  grantee  will 
meet  the  following  requirements: 

(a)  Where  the  grantee  is  a  State: 

(1)  That  the  grant  shall  be  adminis¬ 
tered  by  the  Governor  or  by  an  agency 
he  designates  as  responsible  for  tiiie  com¬ 
prehensive  economic  dev^opment  plan¬ 
ning  process. 

(2)  That  an  ongoing  economic  devel¬ 
opment  process  exists  or  will  be  estab¬ 
lished.  This  process  shall  Incorporate  the 
goals  and  objectives  of  sub-State  plan¬ 
ning  programs  and  procedures  to  assure 
that  State  and  sub-State  development 
activities  are  not  inconsistent.  This  proc¬ 
ess  shall  include  a  fonun  for  the  expres¬ 
sion  of  the  views  of  individual  citizens 
and  public  and  civic  interest  groups,  and 
associations.  While  this  planning  process 
shall  be  concerned  with  all  aspects  of 
State  ectmomlc  development,  emphasis 
shall  be  placed  on  the  development  of  a 
meaningful,  coordinated  policy  toward 
geographic  areas  with  persistent  unem¬ 
ployment  and  low  Incomes. 

(3)  That  the  results  of  the  planning 
process  shall  be  Incorporated  in  the  ex¬ 
ecutive  decisionmaking  process  in  some 
formalized  manner.  The  emidiasls  of  the 
assistance,  however,  is  on  the  pia^rming 
process  rather  than  the  production  of  a 
plan. 

(b)  Where  the  grantee  is  a  sub-State 
planning  district  or  economic  devdi^ 
ment  district: 

(1)  That  technical  assistance  provided 
by  districts  to  local  governments  under 
section  302(b)  of  the  Act  shall  increase 
their  capcdiUiUes  to  participate  in  on¬ 
going  distrlci  planning  programs. 

(2)  That  A-SS  review  procedures 
funded  under  title  in  shall  be  consistent 
with  the  purpose  of  the  Act. 

<S)  That  dlstiictB  funded  under  sec¬ 
tion  802(a)  of  the  Act  shall  develop,  in 
cooperatloii  wttti  the  State,  procedures 
for  incorporating  the  goals  of  thdr  (m- 
golng  eoononric  development  prognms 
mto  the  State’s  comprdtwnslfe  planning 
process. 

<c)  Where  the  grantee  is  a  city  or 
county : 

(1)  That  the  grant  :diall  be  adminis¬ 
tered  by  the  Chief  executive  officer  of  a 


unit  of  govemixient  whWi  has  authority 
to  imdortake  broad  planning  actlvttles 
and  develop  a  oonttnuous  planning 
process. 

(2)  That  planning  shall  Involve  both 
public  officials  and  iHivate  citizens.  If  no 
procedure  exists  tor  this  Involvement,  a 
special  planning  committee  of  public  and 
private  citizens  should  be  established  in 
the  Office  of  the  Mayor  or  county 
executive. 

(3)  That  the  primary  emphasis  of  the 
planning  process  shall  be  on  the  formu¬ 
lation  of  a  program  to  reduce  unemploy¬ 
ment  and  increase  Incomes. 

(4)  That  a  systematic  approach  shall 
be  taken  to  amdyze  the  local  economy, 
define  development  goals,  determine 
project  opportunities,  and  formulate  and 
Implement  a  der^opment  program. 
OEJDP  or  other  guldtilnes  for  areas  may 
be  used  in  accomi^ishlng  this  require¬ 
ment. 

(5)  That,  if  a  city  or  county  is  located 
in  a  larger  planning  unit,  activities 
fimded  with  a  i^anning  grant  shall  be 
coordinated  with  the  larger  unit. 

§  307.55  Grant  limilationa. 

Planning  grants  shall  be  made  on 
terms  established  by  the  Assistant  Sec¬ 
retary  subject  to  the  following  limita¬ 
tions: 

(a)  Grants  may  not  cover  the  costs  of 
work  already  performed  or  of  services 
already  provided. 

(b)  Grants  under  section  302  may  be 
provided  In  addition  to  assistance  avall- 
ahle  under  section  301(b)  of  the  Act,  but 
may  neither  supplant  this  assistance  nor 
fund  activities  normally  funded  imder 
301(b). 

(c)  A  planning  grant  may  not  exceed 
75  percent  of  the  total  amount  of  funds 
required  for  the  project. 

(d)  No  Federal  funds  may  be  Included 
In  the  25  perc^  non-Federal  share. 

<e)  In  determining  the  amount  of  the 
non-Pederal  share,  the  Assistant  Secre¬ 
tary  Shan  give  oonsideratkxi  to  contribu¬ 
tions  both  In  cash  and  in-kind. 

(f)  This  assistance  shall  be  provided 
in  accordance  with  the  review  procedure 
required  under  Title  IV  of  the  Intergov¬ 
ernmental  Cooperatim  Act  of  1066,  as 
amended,  and  shall  be  used  In  conjunc¬ 
tion  with  any  other  availaUe  Federal 
planning  assistance  to  further  tlm  com¬ 
prehensive  nature  of  this  planning  pro¬ 
gram,  and  to  assure  the  efficiKit  utiliza¬ 
tion  of  all  available  planning  resources 
in  the  achievement  of  the  objectives  of 
this  grant. 

(g)  Grantees  will  conform  to  EDA  fi¬ 
nancial  requirements  including  ttKise  re¬ 
quirements  promulgated  In  Federal  Man¬ 
agement  C)lrcular  (FMC)  74-7  (OMB 
Circffiar  A-102). 

§  307.56  Annual  reports. 

Grant  recipients  shall  submit  to  the 
Assistant  Secretary  an  annual  report  60 
days  before  the  anniversary  of  their 
grants.  The  report  shall  Indude: 

(a)  States. 

(1)  How  requirements  In  section  307.54 
have  be«i  met. 

(2)  Review  of  the  planning  process 
and  program  activities  in  relation  to  pro¬ 


posed  planning  activities,  and  evaluation 
of  the  effectiveness  of  Uie  planning 
process  assisted. 

(3)  Policy,  planning  and  development 
documents  that  have  resulted  from  the 
assisted  planning  activities. 

(b)  Sub-State  Planning  Districts  and 
Ekxmomlc  Devdopment  Districts. 

(1)  Cooperative  procedures  estab- 
lidied  to  include  dlstelct  informatlmi  in 
the  State  planning  process,  if  fimded  for 
this  purpose. 

(2)  Planning  information  exchanged 
wttia  the  State  and  other  districts,  and 
Em  evaluatlcm  of  how  this  has  af^ted 
the  district’s  ability  to  achieve  Its  de¬ 
velopment  goals,  if  funded  tor  this 
purpose. 

(3)  Review  of  the  planning  process 
and  progTEun  turtlvlties  in  relation  to 
proposed  i^Eumlng  activities. 

(4)  For  gTEUits  under  302(b)  of  the 
Act,  describe  the  nature  of  the  tedmlcal 
EisslstEmce  provided  to  local  governments 
and  document  the  results. 

(5)  DescrlptiiHi  of  the  A-95  review 
process  funded  under  302(b)  of  the  Act, 
Eind  improvements  made  In  relating  it  to 
the  State  planning  process. 

(c)  Cities  and  C:k)untleB. 

(1)  Review  the  planning  process  and 
progTEun  activities  in  rdation  to  the  pro¬ 
posed  planning  activities. 

(2)  Evaluation  oi  the  progress  made 
in  formulating  a  development  progrEun. 

§  307.57  Coordinataoo. 

The  Secretary  throu^  the  Assistant 
Secretary  for  Economic  Development 
shall  coordinate  his  activities  In  Tn»irtwg 
grants  under  this  subpart  with  the  Title 
V  Regional  Commissions  and  the  Appa¬ 
lachian  Regional  Commission  acting 
through  the  Federal  and  State  Cochair¬ 
man.  Where  a  project  Is  to  be  located 
wholly  or  partially  within  the  boundaries 
of  a  Title  V  or  the  AppalEichlan  r^^lcn, 
or  Is  of  nation  eJ  or  re^onal  significance, 
the  Federal  and  State  Cochairman  kHum 
be  furnished  notice  of  project  activity 
during  the  early  phases  of  development 
and  be  kept  advised  of  significant  de- 
vdopments  throueh  the  apidicatlon  re¬ 
view  and  final  grant  prooesa 

§  307.58  Requirements. 

Part  309  of  EDA’s  Roles  and  Regula¬ 
tions,  as  amended,  apply  to  planning 
grants  under  thti  snbpari. 

28.  A  new  Pari  208  is  sidded  to  read 
as  fcdlows: 

PART  30S— SPECIAL  ECONOMIC  DEVEL¬ 
OPMENT  AND  ADJUSTMENT  ASSIST¬ 
ANCE  GRANTS 

SMbCMta — nequIrtmiilK  for  A^wbiient  Urerts 
UNSM^TttteU 

Sec. 

308.1  PurpoM. 

308.2  Definitions. 

308.8  Ai^pllcatlons. 

308.4  Award  at  Adjuatmemt  Oraats. 

308.8  Usa  at  Adjostraant  Gnmts. 

308A  Planning  BaqulninHita. 

Subpart  B — Spacific  Uaaa  of  Grairtt  to  Carry 
Out  Ecowialc  asiaataiaat 

308.21  Purpose. 

308.22  Definitions. 

308.23  Public  Facilities. 

308.24  Business  Development. 
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308.25  Planning,  Research  and  Technical 

Assistance. 

308.26  Unemployment  Compensation. 

308.27  Other  Uses. 

308.28  General  Requirements. 

Subpart  C — Reports 

308.50  Pmrpose. 

308.51  Reports  by  Eligible  Recipients. 

Authobitt:  Sec.  701,  Pub.  L.  89-136  (Au¬ 
gust  26,  1965);  (42  U.S.O.  32}1),  79  Stat.  570 
and  Department  of  Comme^  Organization 
Order  10-4,  April  1,  1970  (35  PR  5970). 

Subpart  A — Requirements  for  Adjustment 
Grants  Under  Title  IX 

§  308.1  Purpose. 

The  purpose  of  this  part  is  to  set  forth, 
the  requirements  and  procedures  under 
which  eligible  recipients  may  receive 
grants  imder  title  IX  of  the  Act. 

§  308.2  Definitions. 

“Eligible  recipient”  as  used  in  this  part 
means  a  redevelopment  area  or  economic 
development  district  established  under 
title  IV  of  this  Act,  an  Indian  tribe,  a 
State,  a  city  or  other  political  subdivi¬ 
sion  of  a  Stete,  or  a  consortium  of  such 
political  subdivisions. 

§  308.3  Applieants. 

Eligible  recipients  as  defined  in  section 
308.2  may  aiH>ly  for  grants. 

§  308.4  Award  of  adjustment  grants. 

(a)  The  Assistant  Secretary  may  make 
grants  directly  to  an  eligible  recipient 
in  an  area  which  the  Secretary  deter¬ 
mines  has  experienced,  or  may  reason¬ 
ably  be  foreseen  to  be  about  to  ekperl- 
ence,  a  special  economic  development 
need.  This  need  may  arise  from  actual  or 
threatened  severe  imemployment  caused 
by  economic  dislocation,  including  im¬ 
employment  caused  by  actions  of  the 
Federal  Government  or  by  compliance 
with  Federal  regulations,  and  economic 
adjustment  problems  resulting  from  se¬ 
vere  changes  in  economic  conditions. 
Grants  will  not  be  made  which  would 
have  the  purpose  and  effect  of  replacing 
the  efforts  of  the  economic  adjustment 
program  of  the  Department  of  Defense. 

(b)  The  Assistant  Secretary  may  ap¬ 
prove  a  plan  or  planning  application  if 
he  finds  that  it  meets  the  requirements 
of  section  308.6,  and  is  satisfied,  that  the 
projects  included  in  the  plan  will  be 
properly  and  efficiently  administered, 
operated,  or  maintained.  The  approval 
by  the  Assistant  Secretary  of  a  plan  or 
the  making  of  an  adjustment  grant  de¬ 
pends  on  a  number  of  factors  which 
may  include  the  following: 

(1)  The  level  of  appropriations  for 
title  IX. 

(2)  The  number  of  other  plans  ap¬ 
proved. 

(3)  The  severity  of  the  economic  ad¬ 
justment  problem. 

Preference  will  be  given  to  situations 
where  at  least  500  jobs,  or  a  significant 
percent  of  jobs  in  the  planning  area 
have  been  threatened  or  affected.  « 

(4)  The  responsiveness  of  the  plan  to 


severe  unemployment  and  adjustment 
problems. 

(5)  The  degree  to  which  the  plan  is 
anticipatory  and  Innovative  to  meet 
either  an  abrupt  or  erosive  change  in 
economic  conditions. 

(6)  The  capability  of  the  eligible  re¬ 
cipient  to  solve  these  problems. 

(7)  The  relation  between  the  title  IX 
funds  needed  to  Implement  the  plan  and 
the  degree  to  which  the  plan  would  carry  _ 
out  the  purpose  of  title  IX. 

(8)  The  extent  that  Federal  Govern¬ 
ment  action  may  be  related  to  the  prob¬ 
lem. 

(9)  The  level  of  unemployment  of  the 
area. 

(c)  Approval  of  a  plan  or  planning 
application  is  a  prerequisite  for  a  grant, 
but  approval  of  a  plan  does  not  obligate 
the  Assistant  Secretary  to  make  a  grant, 
nor  does  approval  of  a  plan  require  fund¬ 
ing  at  the  full  level  requested. 

§  308.5  Use  of  adjustment  grants. 

Grants  shall  be  used  to  develop  or 
carry  out  economic  adjustment  plans. 
Disbursement  of  grants  by  eligible  recipi¬ 
ents  shall  be  in  accordance  with  plans  or 
planning  applications  submitted  under 
§  308.6,  and  the  following  requirements; 

(a)  Adjustment  grants  received  by 
eligible  recipients  to  develop  plans  shall 
be  used  to  develop  plans  that  meet  the 
requirements  of  section  308(a) .  The  pur¬ 
pose  of  these  grants  is  to  assist  eligible 
recipients  to  qualify  for  title  IX  grants 
to  carry  out  their  plans.  The  awarding 
of  a  grant  to  develop  a  plan,  however, 
does  not  obligate  the  Assistant  Secretary 
to  make  a  subsequent  grant  to  carry  out 
the  plan. 

(b)  An  Adjustment  received  by  an 
eligible  recipient  to  carry  out  a  plan 
may  be  used  for  one  or  more  of  the  fol¬ 
lowing  purposes : 

(1)  Public  facilities; 

(2)  Business  Development; 

(3)  Planning; 

(4)  Research; 

(5)  Technical  assistance; 

(6)  Public  service; 

(7)  Rent  supplements; 

(8)  Mortgage  payment  assistance ; 

( 9 )  Relocation  of  individuals ; 

(10)  Training; 

(11)  Unemployment  compensation  if 
the  eligible  recipient  is  a  State;  and 

(12)  Other  appropriate  assistance. 

(c)  Adjustment  grants  to  carry  out  a 
plan  may  be  disbursed  by  eligible  recipi¬ 
ents  through  direct  expenditiures  or 
through  redistribution  by  them  to  public 
and  private  entitles  in  grants,  loans 
guarantees,  or  other  appropriate  assist¬ 
ance.  No  grant,  however,  may  be  made 
by  eligible  recipients  to  a  private  profit¬ 
making  entity. 

§  308.6  Planning  requirement. 

(a)  Plans  submitted  by  eligible  recipi¬ 
ents  to  the  Assistant  Secretary  as  a  pre¬ 
requisite  for  qualifying  for  a  grant  to 
carry  out  economic  adjustment  under 
title  IX  shall  contain  the  following: 

(1)  An  Identification  of  each  economic 
development  and  adjustment  need  of  the 


area  for  which  assistance  is  sought.  This 
should  be  an  explanation  of  anticipated 
or  existing  economic  problems  and  their 
Impact  on  the  eligible  recipient. 

(2)  A  description  of  each  activity 
planned  to  meet  each  need.  This  ex¬ 
planation  should  include  all  activities 
that  the  eligible  recipient  has  taken  or 
plans  to  take  regardless  of  whether  fund¬ 
ing  is  sought  for  them  imder  title  IX, 
and  should  Indicate  how  each  activity 
will  contribute  to  the  solution  of 
economic  problems.  Each  major  com¬ 
ponent  of  each  intended  activity  to  be 
funded  under  title  IX  shall  be  identified. 
It  is  not  necessary,  however,  to  Identify 
esu;h  project  unless  this  is  known. 

(3)  An  explanation  of  ttie  method  of 
carrying  out  each  planned  activity.  This 
should  be  an  explanation  for  each  ac¬ 
tivity  of  the  amount  of  funds  spent  or 
needed,  how  each  activity  was  or  will 
be  brought  into  operation,  and  how  each 
activity  is  or  will  be  operated.  The  costs 
for  each  activity  should  be  broken  down 
into  construction  or  start  up  costs,  and 
operating  costs.  A  plan  should  clearly 
indicate  how  a  grant  under  title  IX,  if 
made  by  the  Assistant  Secretary,  would 
be  used. 

(4)  A  statement  regarding  the  goals 
of  each  planned  activity.  For  example, 
a  public  health  project  might  pro^de 
employment  for  100  people,  treat  3,000 
people  a  year,  and  induce  new  industry 
to  move  into  an  area. 

(5)  Assurances,  if  an  eligible  recipient 
Intends  to  redistribute  funds  provided  in 
a  title  IX  grant  through  loans,  (hat  the 
proceeds  from  the  repayment  of  the  loans 
will  be  used  for  economic  adjustment  in 
a  manner  consistent  with  title  EX.  As¬ 
surances  shall  include  a  contractual 
agreement  between  EDA  and  the  eligible 
recipient  describing  how  repayment  pro¬ 
ceeds  will  be  used. 

(6)  Evidence  that  the  plan  was  de¬ 
veloped  in  cooperation  with  regional 
commissions.  States,  political  subdivi¬ 
sions,  Indian  tribes,  and  economic  de¬ 
velopment  organizations  (including  re¬ 
development  areas  and  economic 
development  districts)  that,  based  on 
reasonable  expectations,  may  be  affected 
by  implementation  of  the  plan. 

(7)  An  identification  and  analysis  of 
the  potential  environmental  Impacts  of 
the  planned  activities,  including  iden¬ 
tifiable  projects. 

(b)  Planning  applications  submitted 
by  eligible  recipients  to  the  Assistant 
Secretary  as  a  prerequisite  for  a  grant 
to  develop  a  plan  .required  under  sub¬ 
section  (a)  shall  contain  the  following: 

(1)  An  Identification  of  each  economic 
development  and  adjustment  need  of  the 
area  for  which  assistance  is  sought.  This 
should  be  a  detailed  explanation  of  an¬ 
ticipated  or  existing  economic  problems 
and  their  Impact  on  the  eligible  recipient. 
The  amount  of  detail,  however,  does  not 
have  to  be  as  great  as  in  paragraph  (a) 
(1),  and  may  be  altered  in  the  subse¬ 
quent  plan. 

(2)  A  description  of  each  activity 
planned  to  meet  each  need.  This  may  be 
a  very  tentative  identification  of  activi- 
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ties  that  the  eligible  recipient  has  taken 
or  may  take  to  solve  economic  problems, 
nils  description  may  be  brief,  and  may 
be  altered  in  the  subsequent  plan. 

(c)  In  submitting  plans  or  planning 
applications,  the  review  procedures  of 
Office  of  Management  and  Budget 
Circular  A-95,  as  amended,  shall  be  fol¬ 
lowed.  Eligible  recipients  shall  also  pro¬ 
vide  copies  of  their  plans  or  planning 
ai^llcations  to  the  State,  and  if  appli¬ 
cable,  the  Regional  Commission  in  which 
the  eligible  redi^ent  is  located.  States 
and  Regional  CcHumissions  may  com¬ 
ment  on  plans  and  planning  applications, 
and  the  Assistant  Secretary  shall  give 
due  consideration  to  their  cmnments 
prior  to  awarding  an  adjustm^t  grant. 

Subpart  B — Specific  Uses  of  Grants  To 
Carry  Out  Economic  Adjustment 

§  308.21  Purpose. 

The  purpose  of  this  Subpart  is  to 
elaborate  upon  the  specific  uses  of  grants 
to  carry  out  economic  adjustment 
§  308.5(b)  listed  how  title  IX  grants  may 
be  used,  and  their  Subpart  states  require¬ 
ments  regarding  each  specific  use. 

§  308.22  Definitions. 

As  used  in  this  Subpart,  individual 
specific  uses  of  grants  have  the  follow¬ 
ing  meanings. 

(a)  “Public  facilities”  means  public 
works,  pubUc  service,  and  devel(H>ment 
facility  projects  of  a  nature  that  EDA 
assists  under  titles  I  and  section  201  of 
the  Act. 

(b)  “Business  development”  means  in¬ 
dustrial  and  commercial  projects  of  a 
nature  that  EDA  assists  imder  section 
202  of  the  Act. 

(c)  “Planning,  Research  and  Tech¬ 
nical  Assistance”  means  technical  assist¬ 
ance  and  related  activities  of  a  natmv 
that  EDA  undertakes  xmder  title  in 
the  Act. 

(d)  *TTnemi4o3rment  compensation” 
means  unemployment  compensation  pro¬ 
vided  by  the  Secretary  of  Labor. 

§  308.23  Public  facilities. 

(a)  An  adjustment  grant  may  be  used 
for  a  public  facility  if  the  public  facility 
has  a  reasonable  relation  to  the  purpose 
of  title  IX.  Grants  may  be  used  for  the 
acquisition  or  development  of  land  and 
improvements  for  public  works  or  de¬ 
velopment  facility  usage;  the  acqulsiticm, 
construction,  rehabilitation,  alteration, 
expansion,  or  Improvement  of  these  fa¬ 
cilities,  including  related  machinery  and 
equipment;  and  the  operation  of  these 
facilities. 

(b)  An  eligible  recipient  may  redis¬ 
tribute  an  adjustment  grant  by  grant  or 
loan  to  a  private  or  public  nonprofit 
organization  cm:  associatkm,  but  not  to  a 
private  profitmaking  entity. 

(c)  Title  IX  grants  may  be  used  for 
part  or  all  of  the  cost  of  the  acUvltlM 
described  in  this  section. 

§  308.24  Business  development. 

(a)  An  adjustment  grant  may  be  used 
for  business  dev^opment  if  the  business 
development  has  a  reasonable  relation  to 
the  purpose  of  title  IX  Grants  may  be 


used  for  the  purchase,  development  and 
operation  of  land  and  facilities  (includ¬ 
ing  machinery  and  equipment)  for  In¬ 
dustrial  or  commercial  usage,  including 
the  contraction  of  new  Inilldings.  the  re¬ 
habilitation  of  abandoned  or  unoccupied 
buildings,  and  the  alteration,  conversion, 
or  enlargnnent  of  existing  buildings  by 
(A)  purchasing  evidences  of  indebted¬ 
ness,  (B)  maklDg  loans  and  working 
capital  loans  (which  may  Include  partic¬ 
ipation  in  loans) ,  (C)  guaranteeing  loans 
and  working  capital  loans  made  to  ind- 
vate  borrowers  by  private  lending  insti¬ 
tutions  for  any  of  the  purposes  of  this 
subsection  upon  ai^llcatlon  by  the  lend¬ 
ing  institution,  and  (D)  guaranteeing 
rental  payments  of  leases  for  buildings 
and  equipment. 

(b)  Titie  IX  grants  may  be  used  for 
funding  part  or  all  of  the  cost  oi  the 
activities  described  in  this  sectlcm. 

§  308.25  Planning,  research  and  techni¬ 
cal  assistance. 

(a)  An  adjustment  grant  may  be  used 
for  planning,  research  and  technical  as¬ 
sistance  if  these  activities  have  a  reason¬ 
able  relation  to  the  purpose  of  title  IX 
Grants  may  be  used  for  project  planning; 
feasibility  studies;  management  and  os>- 
eratlonal  assistance;  administrative  ex¬ 
penses;  studies  evaluating  the  needs  of. 
and  developing  potentialities  for,  eco¬ 
nomic  growth;  smd  other  related  activi¬ 
ties.  This  assistance  is  in  addition  to 
assistance  available  imder  title  m  of  the 
Act. 

(b)  Title  IX  grants  may  be  for  part 
or  all  of  the  costs  of  the  activities  de¬ 
scribed  In  this  section. 

§  308.26  Unemployment  compensation. 

(a)  If  the  Assistant  Secretary  deter¬ 
mines  a  need  for  title  IX  assistance  be¬ 
cause  of  an  Increase  In  unemplo3mient, 
and  makes  an  adjustment  grant,  he  may 
transfer  funds  available  under  the  grant 
to  the  Secretary  of  Labor  for  purposes  of 
unemployment  compensation  tn  ac¬ 
cordance  with  section  903(d)  of  the  Act. 

(b)  Adjustment  grant  funds  for  un- 
emplosmient  compensation  may  be  made 
available  only  to  States.  The  eligible  re¬ 
cipient,  therefore,  shall  be  a  State,  or  ob¬ 
tain  a  prior  agreement  with  the  State  to 
administer  these  funds. 

§  308.27  Other  uses. 

(a)  Adjustment  grants  may  be  made 
available  by  the  Assistant  Secretary  for 
public  services,  rent  supplements,  mort¬ 
gage  payment  assistance,  relocation  of 
individuals,  training,  and  for  other  ap¬ 
propriate  purposes  if  reasonably  related 
to  the  purposes  of  title  IX,  and  if  useful 
to  carry  out  a  plan. 

(b)  Grants  may  be  used  to  assist  In 
the  relocation  of  unemployed  wewkers 
and  their  families  living  ^th  them  when 
It  is  reasonably  clear  that  alternative 
emplo3mient  for  them  wIU  not  occur  In 
their  location  during  the  process  of  long 
range  economic  adjustment. 

§  308.28  General  requirements. 

(a)  An  eligible  recipient  shall  agree 
that  it  will  as  a  condition  precedent  to 
utilizing  Title  EX  grant  funds  through  di¬ 


rect  expenditures,  or  through  redistribu¬ 
tion  by  grants,  loans,  loan  guarantees  or 
other  appropriate  assignee,  determine 
with  respect  to  the  project  or  actlvl^ 
proposed  to  be  assisted,  and  certify  to 
the  Assistant  Secretary  with  supporting 
evidence  that; 

(1)  Such  project  or  activity  complies 
with  the  requirements  and  conditions 
set  forth  in  §S  309.1.  309.3,  309.4,  309.5, 
309.6,  309.9,  309.14,  305.15  and  Part  310 
of  these  regulations,  and  section  702  of 
the  Act,  and  that 

(2)  TTie  recipients  of  the  grant  or  loan 
or  the  beneficiaries  of  any  guarantee  (or 
“other  parties”  as  defined  In  15  CTPR 
Subtitle  A,  Part  8)  have  executed  assur¬ 
ances  of  compliance  with  Title  VI  of 
the  Civil  Rights  Act  of  1964,  as  amended; 
with  Civil  Rights  Regulations  of  the  De¬ 
partment  of  Commerce  (15  C3PR,  Sub¬ 
title  A,  Part  8,  as  amended) ;  and  with 
Section  112  of  Public  Law  92-65  relating 
to  discrimination  on  the  basis  of  sex, 

(b)  In  addition  to  the  certification 
required  by  paragraph  (1)  and  (2)  Im¬ 
mediately  above,  an  dlglble  recipient 
shall  i^ovlde  sufficient  environmental 
data  as  required  by  the  Assistant  Secre¬ 
tary  to  assist  hhn  In  determining  that 
the  requirements  of  the  National  En¬ 
vironmental  Policy  Act  and  the  National 
Historic  Preservation  Act  have  been  met 
with  respect  to  the  project  or  activity 
proposed  to  be  assists.  Compliance 
with  these  requir^ents  shall  be  a  con¬ 
dition  precedent  to  utilizing  title  IX 
grant  funds. 

(c)  The  retenUcm  and  custodial  re¬ 
quirements  for  records  specified  In  Fed¬ 
eral  Managraient  Circular  74-7  (OfBce 
of  Management  and  Budget  Cfircular  A- 
102) ,  as  am«ided,  be  followed. 

(d)  After  making  an  adjustment 
grant,  the  grantee  must  provide  evidence 
satisfactory  to  the  Secretary  regarding 
each  specific  project  to  be  funded  under 
title  IX  that  such  project  Is  consistent 
with  title  IX  and  the  general  purposes 
of  the  Act. 

Subpart  C — Reports 
§  308.50  Purpose. 

Tlie  purpose  of  this  subpart  Is  to  de¬ 
scribe  required  reports. 

§  308.51  Reports  fay  eligiUe  recipients. 

An  eligible  recipient  which  receives 
title  IX  assistance  directly  from  the 
Assistant  Secretary  shall  make  a  com¬ 
plete  rw>rt  each  year  that  the  assist¬ 
ance  ccmtlnues  and  for  three  years 
thereafter  to  the  Assistant  Secretary. 
The  report  shall  Include: 

(a)  Whether  planned  activities  are 
completed  and  <H>eratlonal.  and.  If  not 
completed,  when  It  Is  anticipated  they 
will  be  ccanpleted; 

(b)  The  costs  Incurred  for  each  activ¬ 
ity  partially  completed,  and  completed; 

(c)  The  operational  costs  of  activities 
if  operational; 

(d)  The  degree  to  which  activities 
have  achieved  th^  planned  goeds  as 
described  In  the  original  idan;  and 

(e)  A  general  evaluation  of  the 
effectiveness  of  the  title  IX  assistance 
provided  to  the  recipient. 
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PART  309— GENERAL  REQUIREMENTS 
FOR  FINANCIAL  ASSISTANCE 

29.  Section  309.7  Is  amended  by 
amending  paragm>h  (a)  to  read  as 
follows: 

§  309.7  Employment  of  expediters  or 
administrative  employees ;  compensa¬ 
tion  of  persons  engaged  by  or  on  be¬ 
half  of  applicants. 

(a)  No  application  or  plan  for  finan¬ 
cial  assistance  shall  be  approved  by 
EDA  under  sections  101,  201,  202,  301, 
403,  or  903  of  the  Act  luiless  the 
applicant: 

•  •  •  •  * 

30.  Section  309.10  is  amended  by 
amending  the  first  sentence  to  read  as 
follows: 

§  309.10  Assurance  of  job  opportunities 
for  the  unenH>loyed. 

(a)  Applicants  for  business  develop¬ 
ment  loans  under  section  202  of  the  Act 
and  direct  and  substantial  beneficiaries 
of  title  IX  grants  and  EDA  assisted 
public  works  project  •  •  • 

*  *  •  •  • 

31.  A  new  Part  312  is  added  to  read  as 
follows: 

PART  312— SUPPLEMENTAL  AND  BASIC 
ASSISTANCE  UNDER  SECTION  304  OF 
THE  ACT 

Sec. 

312.1  Purpose. 

312.2  Api>ortlonment  among  States. 

312.3  State  Matching  Share. 

312.4  Selection  and  qualification  of  projects 

for  supplementary  assistance. 

312.5  Selection  and  qualification  of  projects 

for  basic  grant  or  loan  assistance. 
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§  312.1  Purpose. 

The  purpose  of  this  subpart  is  to  set 
forth  the  requirements  and  procedures 
governing  the  extension  of  assistance 
under  Section  304  of  the  Act. 

§  312.2  Apportionment  among  States. 

The  Assistant  Secretary  shall  deter¬ 
mine  as  of  the  end  of  each  fiscal  year  the 
total  of  all  grants  obligated  for  each 
State  under  Title  I  of  the  Act  since 
August  26, 1965,  and  the  total  of  all  such 
grants  obligated  for  all  the  States  since 
August  26, 1965.  Funds  appropriated  and 
made  available  for  carrying  out  the  pur¬ 
pose  of  Section  304  of  the  Act  shall  be 
obligated  to  the  several  States  In  the 
ratio  that  grants  obligated  in  each  State 
under  Title  I  from  August  26, 1965,  to  the 
end  of  the  preceding  fiscal  year  bear  to 
the  total  of  all  such  grants  made  to  all 
States  during  the  same  period.  Hie  obli¬ 
gation  of  Section  304  funds  to  the  States 
shall  be  effected  by  an  agreement  or 
acceptance  setting  forth  or  identifying 
the  terms  and  conditions  for  the  use  and 
availability  of  such  fimds,  which  shall 


include  the  provisions  of  Section  304  of 
the  Act  and  rules  and  regulations  issued 
by  the  Assistant  Secretary  pursuant 
thereto. 

§  312.3  State  matching  share. 

Funds  obligated  to  a  State  shall  be 
available  for  supplementing  or  making 
grants  and  loans  authorized  under  Titles 
I,  n  and  IV  of  the  Act  for  projects  within 
such  States  provided  that  the  State 
makes  a  contribution  which  is  equal  to 
at  least  25%  of  the  funds  being  made 
available  to  a  particular  project  from 
-ftmds  appropriated  under  Section  304  of 
the  Act.  Participations  in  or  contribu¬ 
tions  to  a  project  by  local  subdivisions  of 
a  State  or  private  individuals  or  organi¬ 
zations  shall  not  be  deemed  contributions 
by  the  State  as  required  by  this  section. 

§  312.4  Selection  and  qualification  of 
projects  for  supplementary  assist¬ 
ance. 

The  selection  of  projects  to  be  assisted 
by  the  use  of  funds  in  supplementing 
grants  or  loans  made  by  EDA  under 
Titles  I,  n  or  rv  of  the  Act  shall  be  made 
by  the  States  and  commimicated  to  the 
Assistant  Secretary  on  forms  prescribed 
by  the  Assistant  Secretary.  Eligibility  and 
compliance  of  a  project  for  assistance 
shall  be  determined  by  the  Assistant 
Secretary  incident  to  the  evaluation  of 
the  application  for  the  imderlsrlng  basic 
grant  or  loan  assistance  for  such  project. 

§  312.5  Selection  and  ffualificalion  of 
projects  for  basic  grant  or  loan  as¬ 
sistance. 

(a)  In  those  cases  where  the  States 
propose  to  use  funds  for  basic  grant  or 
loan  assistance  for  projects  meeting  re¬ 
quirements  for  assistance  under  Titles  I, 
II,  or  IV  of  the  Act,  and  for  which  funds 
have  been  determined  to  be  unavailable 
by  the  Assistant  Secretary  under  Titles 
I,  II,  or  IV,  the  States  shall  communicate 
the  proposed  use  of  the  fimds  to  the  As¬ 
sistant  Secretary  on  forms  prescribed  by 
the  Assistant  Secretary.  A  proposal  shall 
contain  or  be  accompanied  by  documen¬ 
tation  or  certification  evidencing  compli¬ 
ance  with  the  requirements,  conditions, 
and  limitations  as  would  be  applicable  to 
such  project  if  it  were  being  considered 
for  funding  under  Titles  I,  n,  or  IV  of  the 
Act.  The  Assistant  Secretary  may  accept 
appropriate  certifications  by  the  State  as 
evidence  of  compliance  with  require¬ 
ments  conditions,  and  limitations  except 
for  those  matters  for  which  there  exists 
a  specific  statutory  requirement  for  a  de¬ 
termination  otherwise,  including  compli¬ 
ance  with  the  National  Environmental 
Policy  Act  and  the  National  Historic 
Preservation  Act. 

(b)  A  proposal  by  a  State  for  the  use 
of  funds  for  a  basic  grant  or  loan  shall 
be  accompanied  by  evidence  that  Uie 
principal  governing  authorities  for  the 
area  in  which  a  project  is  to  be  located 
have  approved  the  project. 

(c)  Requests  for  the  disbursement  of 
funds  for  basic  loans  by  a  State  shall 
be  accompanied  by  assurances  that  the 
proceeds  from  the  repayment  of  the 
loans  will  be  used  for  economic  develop¬ 


ment  in  a  manner  consistent  with  the 
Act.  Assurances  shall  include  a  con¬ 
tractual  agreement  between  EDA  and 
the  State  describing  how  repayment  pro¬ 
ceeds  will  be  used. 

(d)  Funds  may  not  be  used  by  a 
State  as  a  grant  to  a  private  profltmak- 
ing  entity. 

§  312.6  Construction  management  and 

disbursement. 

(a)  Projects  assisted  through  the  use 
of  funds  in  supplementing  EDA  grants  or 
loans  imder  titles  I,  n,  or  IV  of  the  Act 
shall  be  subject  to  the  same  procedures 
and  requirements  relating  to  post-ap¬ 
proval  compliances,  construction  man¬ 
agement,  and  disbursement  as  applic¬ 
able  to  projects  fimded  under  title  I,  II, 
and  rv  of  the  Act. 

(b)  In  the  case  of  projects  furnished 
basic  grant  or  loan  assistance  where  EDA 
Is  not  providing  grant  or  loan  assistance 
under  titles  I,  II,  or  IV  funds  shall  be 
made  available  to  the  States  pursuant  to 
a  disbursement  agreement  in  which  the 
States  shall  assume  the  responsibility 
for  construction  management  and  dis- 
bmrsement  to  the  granteeA>orrower  and 
for  securing  compliance  with  laws  and 
regulations  applicable. 

§  312.7  Conditions  for  disbursement  of 
funds.  ' 

(a)  It  shall  be  a  condition  for  the  dis¬ 
bursement  of  funds  that  a  State  shall 
conform  to  the  requirements  of  the  Act 
and  provide  acceptable  evidence  of  com¬ 
pliance  with  requirements  conditions  and 
limitations  applicable  to  projects  as¬ 
sisted  imder  titles  I,  n,  and  IV  of  the 
Act.  States  shall  be  promptly  notified  of 
proposals  which  do  not  meet  require¬ 
ments. 

(b)  Subsequent  to  July  1, 1975,  it  shall 
be  a  condition  for  the  disbursement  of 
funds  for  any  project  that  the  State  must 
make  a  showing: 

(1)  That  such  funds  will  be  used  in  a 
manner  consistent  with  the  State  plan¬ 
ning  process  assisted  under  Subpart  D  of 
Part  307  if  such  a  planning  process  has 
been  established;  or 

(2)  That  such  State  is  not  receiving 
planning  assistance  under  Subpart  D 
of  Part  307  but  has  an  economic  devel¬ 
opment  planning  process  meeting  the 
standards  required  for  assistance  under 
Subpart  D  of  Part  307  and  that  the  pro- 
pcfi^  use  of  funds  is  consistent  with  such 
planning  process ;  or 

(3)  that  the  project  is  clearly  of  such 
nature  that  the  Assistant  Secretary  may 
conclude  that  its  Implementation  would 
not  Impair  the  benefits  Intended  to  be 
derived  from  an  orderly  economic  de¬ 
velopment  planning  process. 

(See.  701,  Public  Law  89-136  (August  26, 
1966):  42  UJ3.C.  3211;  79  Stat.  670  and  De- 
partrnent  of  Commerce  Organization  Order 
10-4,  April  1,  1970  (36  FB  6970) ) 

Dated:  November  7, 1974. 

William  W.  Blunt,  Jr., 
Assistant  Secretary, 
for  Economic  Development. 
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